14 
nter 
oint 

the 
oht- 


and 
went 
cket 
bse- 
>on- 
r at 
the 
the 


‘ol 
The 
ow- 

up- 


res- 
the 
one 
ious 
cles 
- to 


cles 


liet. 


ure, 
rk, 
ier. 


> 
Uc. 


it 


ng 





— 





\ 5 
\ 1 





THE 


\ 
{ f 
A / | 
j/ 
\ | ' ¢ 
i, we L 2 


\ / Vv 


L 


AMERICAN {fj TELEPHONE JOURNAL 





: ¥ : @ 


Comprising Telephony, American Telephone Journal, Telephone Weekly, Telephone Magazine, Telephone Securities, The Telephone, Sound Waves 
PUBLISHED WEEKLY BY TELEPHONY PUBLISHING CORPORATION 
608 S. Dearborn Street, CHICAGO, Telephone Wabash 8604 





H. D. FARGO, PRESIDENT AND TREASURER 
Ss. R. EDWARDS, EDITOR AND SECRETARY 


H. D. FARGO, Jr., VICE-PRESIDENT AND ADVERTISING MANAGER 
D. C. SORENSEN, WESTERN ADVERTISING MANAGER 





Entered as second-class matter September 4, 


1908, at the postoffice at Chicago, Ill., under act of March 3, 1879. 








Volume 102 
Number 22 


CHICAGO, SATURDAY, MAY 28, 1932 


Subscription — 10 Cents a Copy 
$3 a Year. U. S., Cuba and Mexico 
$4 Canada, $5 Other Countries 








It is difficult to 
make sense out of 
the reasoning of 
many of the econ- 
omists who are pre- 
scribing ways and means to improve busi- 
Harder still is the task 


of understanding their logic when they 


ness conditions. 


urge that utility rates should be reduced 
because other prices are below normal. 
: se 6 * 

Everybody whose opinion is worth con- 
sidering declares that the important thing 
to accomplish is to relieve unemployment. 
When jobs are multiplied, business will 
pick up, for the public buying power will 
thus be increased. The proposition can 
also be stated the other way around—when 
business picks up, there will be more em- 
ployment. The two go together. 

It is admitted that the utility corpora- 
tions have been the most conspicuous of 
all industries in keeping their job-holders 
on the payroll. The official records of 
government and research bureaus show 
that the companies rendering telephone, 
gas and electric service have maintained 
employment conditions much better than 
any other line of business. 

* * * * 
this has 


been a difficult task, but they have so far 


Under depressed conditions 


succeeded. Yet many of the economists 
and the political business doctors are de- 
manding a reduction in the revenues of 
such concerns, with the inevitable result of 
endangering their ability to continue the 
employment set-up they have so carefully 
planned. 

The generalization that a cut in rates 


would apply to all people, while the jobs 
at stake affect a comparative few, is an 
ineffective answer, for the saving would 
make but little difference to the individual 
person, while its collective effect would be 
to cripple the company financially and com- 
pel it to discharge employes and cut wages, 
thus adding to the existing unemployment 
problem instead of improving the situation. 
* * * * 

During the state-wide telephone investi- 
gation instigated by the Wisconsin Public 
Service Commission, the proceedings have 
developed into a fishing expedition for 
facts and theories concerning the differ- 
ence between utility rates and general price 
levels. Statements have been heard from 
politicians holding state jobs who are, as 
always, anxious to attack the corporations, 
while a number of college professors were 
invited to give their opinions as theoretical 
economists on how to bring back pros- 
perity. 

It is not surprising that they all sym- 
pathized with the farmer, mourned with 
him over his reduced income, and agreed 
that public utility companies should re- 
That was the 
most popular theme song of their radio 
hour and they repeated it many times. 

* * & * 

The fact that Dr. Jacob Viner, professor 
of economics at the University of Chicago, 
branded the “fixity of utility rates” as one 


duce their service rates. 


of the chief barriers to business recovery 


RATE AGITATION NOT HELPFUL TO 
SOUND BUSINESS RECOVERY 


is considered rather 
significant. 
In the past the 
Wisconsin commis- 
sion has taken the 
reasonable position that as utilities must 
be content with a comparatively small 
they should be 


assured of the same regular return in lean 


return in good times, 
years; but since the introduction of such 
testimony at the inquiry the question has 
been raised if there is to be a change in 
the commission policy, and the “fixity of 
rates” is to be abandoned. 

Of course, to be consistent, that change 
would permit utilities to raise their rates 
during good times when all prices rise as 
well as compelling them to take a cut dur- 
ing the lean periods, but the political in- 
terpretation of “flexibility of service rates” 
would probably be chiefly downward. 

** * & 

When the secretary of the state indus- 
trial commission testified as to unemploy- 
ment, the attorney for the telephone inter- 
ests asked him if his official records do not 
show that telephone companies have main- 
tained employment to a better degree than 
any of the other 47 groups of industry 
enumerated. His answer was in the affirm- 
ative. 

The telephone counsel then asked the 
witness if the utility companies would not 
have to make drastic reductions in wages 
and employment if their revenues were 
reduced, and, of course, the answer to that 
also was “Yes.” 

The evidence obtained from members 
of the faculties of Wisconsin, Colum- 
bia and Chicago Universities, and from 
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the federal and state bureaus, tended to 
favor lowering of service rates, but it also 
was brought out that high taxes in Wis- 
consin had: compelled many business con- 
cerns to leave the state altogether or cur- 
tail their operations and thus increase 
unemployment. 

The point ‘was not overlooked that to 
make matters worse by reducing the rev- 
enues of utility companies, which are trying 
to maintain employment, would be to de- 
feat the very effort being made to improve 
conditions. 

Business men all over the country realize 
the necessity of cutting all government 
costs—local, state and federal—as one of 
. the most important steps in the climb back 
to good times. They are not bickering 
over utility service rates because they be- 
lieve the unnecessary tax load has far 
more to do with delaying business recov- 
ery than anything else. 

On the other hand, the politicians are 
using the utility rate issue as a smoke 
screen to divert attention from the waste 
in taxes. Those who desire to help hasten 
the return of normal conditions should 
throw their support to the business ele- 
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COMING CONVENTIONS. 


Vermont Telephone Association, Hotel 
Van Ness, Burlington, June 23 and 24. 
Independent Telephone Association of 
Washington, Kirkland, June 24 and 25. 


ment, for exorbitant taxes are more re- 
sponsible for the prolonged depression than 
any other factor. 

Revenue Building Plan. 

Manufacturers of telephone equipment 
through the years have rendered invalu- 
able assistance to telephone operating com- 
panies in the successful management of 
their business. This has, of course, been 
mutually beneficial, as the prosperity of 
each branch of the industry is interwoven 
with the welfare of the other. 

Without progressive manufacturers to 
supply them apparatus, service companies 
could not do business in their communities ; 
and unless the latter required equipment 
to meet service demands, there would be 
no outlet for the output of the factories. 

In presenting a “Revenue Builders’ Plan 
for 1932” to telephone companies—which 
was described in last week’s issue—one of 
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the leading Independent telephone manu- 
facturers is cooperating with all operating 
companies in a most practical, constructive 
way. 

The problem before all utilities at this 
time is to prevent the cancellation of ser- 
vice contracts, and, regardless of the busi- 
ness depression complex, to convince their 
customers that they need service just as 
much today as they did when times were 
booming—if not more. This is particu- 
larly true of telephone service, and the 
public should be constantly reminded of 
this fact. 

Revenues shrink when telephones are 
ordered out and idle plant reduces earn- 
ings without reducing operating expense. 
Obviously, the important thing to do is to 
prevent cancellations and obtain new busi- 
The fact that the revenue builders’ 
plan has been employed with good results 


ness. 


by the Rochester Telephone Corp., Roches- 
ter, N. Y., is an excellent testimonial to 
its usefulness. 

The dollar spent for telephone service 
buys more real value today than ever 
before. It is up to the telephone compa- 


nies to convince the public of this fact. 


How Real Business Revival Must Come 


Economic and Political Causes Which Underlie Present Condition of United 
States and Remedy for Recovery—Address Before Southern District Meeting 
at Bristol, Tenn.-Va., of United States Independent Telephone Association 


The very statement of my subject im- 
plies, it may be thought, a good deal of 
optimism, for it implies that prosperity 
must come. Many are asking these days, 
“Will it come?” “Can it ¢ome?” Any 
number of honest people can prove to you 
that it never can come. They say capital- 
ism is done for, and is due to shuffle off 
the stage as other systems have shuffled 
off. 

To others it seems that we cannot have 
business revival with all this mechaniza- 
tion in the world. They tell us that it 
used to take six weeks to go to Europe, 
and now you can go in six days; it used 
to take so many days to produce this or 


that, and now we do it in as many hours; ° 


that revival in the sense of full employ- 
ment of labor cannot come with all this 
machine production. 

Yet I suppose that all of us who have 
read economic history, feel that revival 
will and must come. 

You frequently hear these arguments 
about the shortcomings of capitalism, and 


By Dr. David Friday, 


Economist, Washington, D. C. 


the drawbacks of the mechanization of in- 
dustry—how today one machine does the 
work of five men, and another the work 
of 40 men on the farm. Don’t forget that 
within the last ten years you and I have 
seen by far the highest accomplishment 
in the field of industrial production and 
prosperity that we have ever seen in the 
United States of America, and far higher 
than any other nation in the world has 
ever seen. 

What does economic success consist of? 

A successful industrial system is one that 
produces a large volume of the things 
people want to enjoy—food, clothing, 
houses, automobiles to ride in, furniture 
and clothes. The whole economic struc- 
ture and all its activities is concerned with 
the production of these goods. 

And industry is successful if it can with 
hours of labor that do not unduly burden 
the laborer, turn out an abundance of 
commodities and services, so the world can 
be fed and free from hunger; so it can 
eat white bread and have an abundance of 


clothes, education for its children, and 
books to read, and all those things we want 
so much. If these things are so distributed 
that practically no one goes hungry and 
every one has a pretty decent house and 
nearly every family has an automobile, 
then you have the kind of society that 
civilized man is trying to build. In the 
past ten years we made the greatest ad- 
vance to such an ideal that society has ever 
realized. 

It is well to remember, too, wher peo- 
ple talk of the “fool’s paradise” in which 
we were living during the years from 1925 
to 1929, that we produced everything which 
we consumed ourselves; we did not steal 
any of it. In fact, we sent a considerable 
part of our product abroad in the form of 
loans. If anything is obvious, it is that 
the people of a nation have the right to 
consume and enjoy as much as their labor 
and skill can bring forth. 

Go to Russia. What is the Russian sys- 
tem trying to accomplish? They hope that 
some time by going on with their present 
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five-year plan, and another and still an- 
other one after that, to get a volume of 
production per person as large as ours. 
What they are aiming at some decades in 
the future is what American industry al- 
ready enjoys. That is what nearly all the 
world is dreaming of. They don’t go to 
the Bible any more to find out what 
Heaven is. They read the report of what 
people are enjoying in America, and that 
seems to them something approaching 
Heaven. 

When you are passing judgment on our 
industrial structure, do not forget it was 
this same mechanized industry which ac- 
complished it all. Inasmuch as _ people 
work and strive in their economic life for 
goods to enjoy and a standard of living 
which shall rise higher and higher; there- 
fore, people are likely to retain that sys- 
tem and that organization under which we 
reached our high level before. 

This is not the first depression we have 
ever been through. I lived through the 
depression of the 90’s and remember it 
vividly. I taught country school during 
the winter at $25 a month, and worked 
my mother’s farm in the summer. We 
sold corn at 19 cents a bushel and hogs 
at $3.00 per hundred. It looked hopeless 
then as it does today; the value of farm 
lands fell; banks failed; taxes were bur- 
densome and the states reformed their tax 
systems noisily; people could not pay their 
mortgages. In Chicago many congrega- 
tions opened the churches during two win- 
ters and men came in and slept on the 
floor. 

But we came out of it, and in "98 we 
had good times again. People said there 
had never been a depression like it before, 
and we could not get out of it until we 
changed the currency and had free silver. 
Revolution appeared to many men to be 
the only alternative to currency reform. 
They were perfectly convinced that calam- 
ity had struck the world, and yet in two 
years we saw good times again. Much 
the same was true in the 70’s and in 1857 
when every bank outside of New England 
closed its doors. 

If the reports and comments that people 
made on those previous depressions were 
copied out of the books and newspapers 
of those days and placed before you, you 
could not tell which was which; they all 
read alike and are equally gloomy and 
hopeless. 

How Did It Come About? 

“Well,” some one says, “if the system 
is as fine as that, how did we get into 
this mess? How did we get into this 
profitless, jobless state of depression? If 
there had not been something wrong with 
the system under which we were living in 
1925 to 1929, how could it ever have broken 
down the way it has?” 

The Scriptures tell us that man does not 
live by bread alone. His life is not merely 
an economic matter, there are other factors 
in life beside bread. We live in a politi- 
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cal world, as well as an economic one; a 
world of government. 

Almost 3,200 banks have failed in two 
years, so people do not any longer trust 
the banks of the United States and are 
taking their savings out and hoarding 
them. Some people won’t even take paper 
money of the Federal Reserve System, but 
take their money and hoard it, because they 








Steadfast Heart and Purpose Win. 

There is everything in not acknowl- 
edging yourself as beaten; blaze your 
way ahead and keep going. Have faith 
that you will come up on the right side 
at last. 

Don’t rush ahead when uncertain, but 
keep your eyes to the front and advance 
cautiously; do the duty that lies nearest 
as well as you can, but keep in mind the 
goal you desire, 

A steadfast heart and purpose win out, 
sometimes against great odds.—T. F. 
Curtis. 








do not trust our system and the soundness 
of the gold standard here. England has 
gone off the gold standard. 

I believe that the cause of that phase of 
the depression under which we now labor 
is to be found primarily in the events 
which have transpired in the political world 
and not in the economic sphere during the 
last two years, and particularly within the 
last nine months. Walter Lippman said the 
other day in the New York Tribune that 
the depression could be divided into two 
parts. The first part terminated a year 
ago. The second started with the Austrian 
and German announcement of a customs 
union. 

I should say it ought to be divided into 
three parts. The first part began in the 
fall of 1929, when the stock market boom 
broke and production had begun to decline. 
This phase continued to the spring of 1930. 

During this period the index of produc- 
tion for mining and manufacturing fell 
from 122, which was its average from 
April to September, 1929, to 105 accord- 
ing to the Federal Reserve Board. The 
causes of the decline to that point were 
predominantly economic. If nothing had 
happened in the sphere of politics we 
would have had a depression that lasted 
a year or 15 months; production might 
have fallen to 90. This would have been 
regarded as a severe depression, and would 
probably have dragged on for a matter of 
a year or so, but in the fall of 1930 or 
the spring of 1931 business would have 
picked up, and we would have been back 
to normal business again some time in 
1932. 

We had that sort of collapse in 1921. 
We also had lesser recessions in 1924 and 
1927. You have forgotten those, but if 
you will read the newspapers of January 
and February, 1928, you will find Con- 
gress debating the question of unemploy- 
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ment that resulted from the depression of 
1927. In (March, 1928, Mr. Shaw of the 
Review of Reviews asked me to write an 
article entitled, “Business in a Presidential 
Year.” Men were doubtful whether busi- 
ness could revive, it being a presidential 
year. I read over that article some weeks 
ago and was surprised to see how very 
doubtful we were whether it would pick up. 

We have had during the last decade sev- 
eral of these minor depressions, and we 
thought we would have a similar one in 
1930. But in the spring of 1930 things 
began to happen in the political field. . In 
March, one of the small countries in Latin 
America had a revolution. In April of 
that year, the Chinese renewed military 
operations. 

Thus was the beginning of a veritable 
flood of difficulties in the world. India 
came next, when the revolutionaries there 
succeeded in organizing a boycott against 
foreign goods, especially those which came 
from Britain. All of this served to cur-i 
tail the demand, especially for cotton and 
other raw materials. 

With the unstable situation which had 
been produced by the recession of 1929-30, 
and with the collapse of certain of the 
price maintenance pools, this new slacken- 
ing of demand caused commodity prices 
to decline rapidly. The wholesale prices 
index of the Bureau of Labor statistics 
had fallen from an average of 96 for the 
year 1929 to 93 in January of 1930. By 
July it had dropped to 84. 

The price maintenance pools in rubber, 
copper, coffee, silk, nitrates, tin and wool, 
which were the outstanding element of 
weakness in the boom of 1925 to 1929, all 
collapsed during the spring and summer 
of 1930. This movement was hastened by 
the political turmoil -which had begun to 
infest the world during the spring of that 
year. ; 

Revolutions Have Effect. 

In the early summer of 1930 came a 
new series of upheavals that was more im- 
portant to us than China and India had 
been. In June revolution broke out in 
Bolivia; in August Peru followed. At- 
tempts at revolution are not infrequent in 
the Latin countries, and they are not usual- 
ly successful. But these were. In Septem- 
ber, they tried one in Argentina and it 
succeeded. This was followed in October 
by one in Brazil. Before they got through, 
nearly every country in South America 
had had a revolution. Those governments 
had sold bonds here. Some were in our 
banks, some in the hands of private indi- 
viduals, 

At the same time they began to have 
difficulty with the budget in Germany. 
This developed into a quarrel over higher 
taxes and into an aggressive political pro- 
test against reparations. It took the form 
of the movement which is popularly known 
as “Hitlerism.” There were also German 
bonds in this country, sold to banks and in- 
dividuals. 
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All these disturbances naturally occa- 
sioned a serious decline in bonds, and 
everywhere unsettlement occurred in the 
bond and investment market. At the end 
of 1930 this situation had advanced to the 
point where panic began to seize us. Peo- 
ple wanted to get rid of their bonds, and 
they took them to dealers and sold them 
almost regardless of price. Some people 
were forced to sell. 

So we had in the later months of 1930 
a very rapid decline in the bond market. 
In the early days of December this move- 
ment deteriorated into a panic. 

That was the second stage of this de- 
pression. The first stage was purely eco- 
nomic. The second stage was initiated by 
political developments in the Orient, South 
America, and Germany. We had _ the 
drought here too, during that summer. 
That did not help matters, and by the 
time we reached the end of this second 
stage the foreign bond market had been 
ruined, 

This development initiated a brand new 
phase of the depression here in America. 
For, beginning in November, 1930, we had 
an entirely unprecedented series of bank 
failures, due to this decline of bonds and 
commodity prices. Between November 1, 
1930, and the end of January, 1932, 15 
months, we had more than 3,200 bank fail- 
ures in this country. There had been a 
stream of bank failures before that. From 
the beginning of 1921 to October, 1930, 
no less than 6,400 banks had suspended. 
But they were small banks, largely in the 
West. These, however, were in a different 
section. 

The failures began in Kentucky around 
Louisville. Then came the Bank of the 
United States in New York City. The 
3,200 bank failures which occurred during 
the succeeding 15 months, had deposits of 
$2,500,000,000. That was the result of the 
second phase of the depression. 

These bank failures shook our confidence 
in the financial institutions of America, 
seriously for the first time. In all these 
towns where serious bank failures occurred, 
a new phenomenon for America made its 
appearance. The people began hoarding 
money instead of depositing it in our bank- 
ing institutions. This is directly traceable 
to the destruction of confidence in our 
banks. 

Hoard Money in U. S. 

The thing that symbolizes the present 
phase of the depression is the hoarded 
money in the United States. There are 
about $1,600,000,000 in hiding. This is 
paper money, such as you carry in your 
pockets. It is locked up in the strong boxes 
and in safety deposit boxes in banks in 
the various cities. In some places people 
are not satisfied with paper money; they 
go and get gold and lock it up in their 
safety deposit boxes, because they fear 
America may go off the gold standard. 

If anyone asks you where the purchasing 
power is coming from to buy bonds and 
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What I Can Do. 

What can I do? 

I can talk when others are silent. I 
can say “man” when others say “money.” 
I can stay up when others are asleep. I 
can keep on working when others have 
stopped to play. I can give life big 
meanings when others give life little 
meanings. I can say “love” when others 
say “hate.” I can say “every man” when 
others say “one man.” I can try events 
by a hard test when others try it by an 
easy test. 

What can I do? 

I can give myself to life when other 
men refuse themselves to live.—Horace 
Traubel. 








stocks or automobiles and houses and so 
revive business, tell them about that bil- 
lion and a half dollars hidden away and 
locked up. It is utterly barren in its pres- 
ent location. This hoarding is due to lack 
of confidence in our financial institutions. 
It is the quest for certainty in a highly 
uncertain situation. 

I have no desire to heap criticism on 
anyone, but this is one of the points in 
the depression at which our institutions 
failed to grasp the situation. November, 
1930, was the time when the Federal Re- 
serve Banks should have stepped in and 
done what they have done during the past 
few weeks, namely, buy $400,000,000 
of bonds, for the Federal Reserve Banks 
are the only institutions that can give the 
banks liquidity. They are the fountain 
head of liquidity in a crisis, when they step 
out and buy bonds as they have been doing 
in the last few weeks. 

Things became better by the spring of 
1931. We thought that Great Britain had 
the India revolution adjusted. In South 
America, things quieted down. In Ger- 
many, Chancellor Bruening had parliament 
in hand again. It seemed that over the 
winter of 1930 and the spring of 1931 the 
world had gotten its political affairs ad- 
justed once more. As a matter of fact, 
if you look at the figures of production, 
you will find that between January, 1931, 
and April, production rose steadily so that 
we thought we were in a fair way of com- 
ing out of the depression. 

That was a year ago. If I had been 
addressing you then, I would have said we 
were on the way to recovery. At that time 
business had improved, prices of both raw 
materials and manufactured products had 
fallen, wages adjusted downward; all those 
things needed to bring us out of the de- 
pression seemed to be accomplished. The 
revolutions in South America were over 
and it looked as though we were headed 
for prosperity once more. Then a brand 
new thing happened. Again it was not on 
the economic side so much but on the 
political side. 

One morning we read in the papers that 
Germany and Austria had decided to form 
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a customs union. It soon developed that 
France would oppose that to the bitter 
end, because it did not fit in with her 
plans. She was determined that Germany 
should not make any such unions if it 
could be stopped. That was about the first 
of May. This thing started a political 
turmoil which was followed by the failure 
of the Austrian Credit Bank, and the with- 
drawal of funds from Germany. 

When the situation threatened the col- 
lapse of Germany, President Hoover, rec- 
ognizing the seriousness of the situation, 
proposed to the world a moratorium on 
both reparations and Inter-Allied debts. 
That might have checked the panic which 
threatened, if the world had decided im- 
mediately and without delay to accept the 
moratorium on reparations. But one na- 
tion delayed. France negotiated day after 
day and by the end of the three weeks, 
when finally the moratorium was accepted, 
Germany was so weakened that she was 
forced to freeze the short-term credits 
which had been extended to her. 

Confidence in the country had been 
shaken. A great mass of money and gold 
had been pulled out of Germany; and 
France, whatever else she had accom- 
plished, had had her way in bringing Aus- 
tria and Germany to their knees. 

Then the most disturbing scene in this 
tragedy. People said: “Well, Austria is 
gone as far as the gold standard is con- 
cerned. Germany has fallen down on the 
ability to make payments abroad. Eng- 
land has a great deal of foreign money 
on deposit in London, especially French 
money. She has been loaning it to Ger- 
many and Austria, and Germany has 
stopped payments. How can England pay 
if people want their money back from Lon- 
don?” 

England Abandons Gold Standard. 

And presently they began withdrawing 
their funds from London. Late in July, 
all through August and the first part of 
September, gold was flowing out of Eng- 
land. In the course of two months, Eng- 
land lost a stupendous volume of funds. 
She borrowed 650 million dollars in New 
York and Paris; and she paid that all 
out to these countries that had been draw- 
ing money from her. When she had paid 
out all that money, she owed 650 million 
in France and New York, and had only 
650 million in gold left. At that point 
she stopped paying, and went off the gold 
standard. 

So on the morning of September 21, 
1931, the press informed the world that 
an event had happened which no man in 
America expected to see—England had 
abandoned the gold standard! Imagine the 
impact of that announcement upon the 
world. “As strong as the Bank of Eng- 
land,” was a phrase which conveyed the 
ultimate of security. And now the news 
that the Bank of England had gone off 
the gold standard and no longer would pay 
its obligations in gold. That was the 
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high dramatic moment of the third phase 
of the depression. 

Many people in Europe felt it could not 
stop until it had wrought world-wide 
havoc. When they saw England go off the 
gold standard, they said, “America is going 
next.” It didn’t make any difference 
whether it was true or not. People with 
money in the United States drew it out in 
gold—and in six weeks we lost 725 mil- 
lion dollars. That is as much gold as the 
Bank of England had in ordinary times, 
even though she is the financial center of 
the world. 

You could find many well-informed peo- 
ple in Europe, who were confident the 
United States would go off the gold stand- 
ard. That phase did not stop until Pre- 
mier Laval came to Washington for a con- 
ference with President Hoover, and they 
issued a statement informing the world 
that France and the United States would 
cooperate to maintain the gold standard in 
both countries. 

But the damage was done, and we suf- 
fered a revival of bank failures. They 
kept falling like ten pins, until in many 
cities there wasn’t a single bank left. The 
continuation of bank failures meant a 
steady decline in bonds, because every bank 
was selling bonds, in an attempt to save 
itself. United States bonds, which people 
subscribed to at par, were down from $100 
to $84 in a few months. Five years’ inter- 
est was lost in almost as many months. 

Is it any wonder people lose confidence 
when that kind of situation confronts them? 
It destroyed their confidence in banks, con- 
fidence in stocks, confidence in bonds, and 
many began to doubt the ability of our 
economic structure to function at all. 

This brings the story up to last Novem- 
ber. In that 18 months between the spring 
of 1930 and November, 1931, we went from 
a period where we felt we would have a 
moderate depression to one where we had 
lost confidence in our banks, in our secur- 
ities, and where some people had even 
lost confidence in America’s ability to main- 
tain the gold standard. 

U. S. and Gold Standard. 

Occasionally people want to know whether 
there is any possibility of our going off 
the gold standard. No foreign nation can 
put us off. The only group which can 
accomplish that is our American citizens. 
If you and I go to the bank and ask for 
gold and they give it to us, and if we 
put that gold into our strong boxes, we 
can put America off the gold standard. 
lf the people of the United States should 
try to draw out eight cents on the dollar 
of their deposits in gold it would, absorb 
all the monetary gold in the country. It 
would take even the last dollar of gold 
keld by the treasury and the Federal Re- 
serve Banks. r 

We can put ourselves off the gold stand- 
ard. No one else can. They can embarrass 
us, but we are prepared to meet their 
withdrawals. Premier Laval and Presi- 
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dent Hoover told the world these two na- 
tions are going to remain on the gold 
standard, and people’s confidence was re- 
stored. At that time again the Federal 
Reserve should have gone out and bought 
government bonds, so that all the banks 
would have funds at the Federal Reserve 
to supply them with the currency which 
people were drawing out and hoarding. 
Bond Buying by Federal Reserve. 

If you go to your bank here in Bristol, 
and say, “Give me $100,” that bank has 
to go to the Federal Reserve Bank of 
Richmond and get $100 in currency. They 
only carry sufficient currency for till 
money. When the people want another 
hundred million to put away in stockings, 
the Federal Reserve has to issue it. If 
the Federal Reserve buys from these banks 
100 million dollars of bonds, they simply 
trade these bonds for the currency which 
the Federal Reserve gives them. 

Why didn’t the Reserve system buy 
bonds? Because the law under which the 
Federal Reserve is operated provided that 
they should not use those bonds as back- 
ing for the issue of currency. The law 
provided that currency must be backed by 
commercial paper or by gold. There wasn’t 
much commercial paper, so new money had 
to be backed by gold. 

All the time from last October to Feb- 
ruary, our Federal Reserve Banks were 
holding back in the purchase of bonds be- 
cause they were afraid they might have 
another run on our gold reserves. The 
Federal Reserve wanted to do something 
to ease the situation, but did not dare do 
anything, ,for fear of what might happen 
in case of another onslaught. 

We needed a change in our legislation. 
We got it in the Glass-Steagall bill. After 
that was passed, the Federal Reserve Banks 
had enough gold to meet any foreign with- 
drawals. 

Another serious problem arose out of 
the fact that it is impossible to stop hoard- 
ing; to stop people taking their purchasing 
power and hiding it so long as banks keep 
failing. To stop this hoarding, it was nec- 
essary to induce people to bring this money 
out of their stockings and hoarding and 
buy bonds with it. But how could you 
expect people to do that when bonds were 
going down every day? 

To solve this problem we organized the 
Reconstruction Finance Corp. and said 
“No more banks shall fail if we can help 
it.” We also said, “As far as we can 
prevent it, no more sound and useful rail- 
roads shall fail to meet interest on their 
bonds.” We put the credit of the Recon- 
struction Finance Corp. behind them so 
there will be at least railroad bonds and 
banks in which the public can have con- 
fidence. 

This was done in January. It was 
thought that after the enactment of these 
two laws, confidence would be restored, 
and for a time it was. The Federal Re- 
serve started buying bonds: we had the 


campaign against hoarding and advised 
the people to buy government bonds with 
their hoarded currency. We had still to 
prove to the world and to our own people 
that American credit was good, and that 


American bonds were absolutely good, 
whether they were short or long-time 
bonds. 


Undoubtedly America’s credit is poten- 
tially the strongest credit in the world, 
because we are the strongest and most 
productive nation, with less than 19 bil- 
lion dollars of government bonds outstand- 
ing. Our national wealth is five times as 
great as that of England and she owes 
34 billion dollars. 

The bonds of governments are good be- 
cause the government has the taxing power 
to cover the interest and sinking fund. If 
the government exercises this power, its 
credit is good. But these are times when 
the public confidence has been shaken; 
when you have to prove to the people at 
home and abroad you have the courage 
to increase taxes. 

France is a good example of what can 
happen, even to a strong country when it 
trifles with the problem of taxation and 
refuses to balance the budget in a crisis 
of confidence: There is no doubt about 
the fundamental soundness and strength 
of French industry in 1925 and 1926. Sub- 
sequent events have proved that. Yet she 
saw the franc fall from ten cents to two 
cents between 1921 and 1926. Between 
1925 and 1926 it ran down from five cents 
to two cents, because the French Chamber 
of Deputies would not levy the taxes nec- 
essary to pay the running expenses of the 
government. 

Surely, they borrowed right along and 
paid all their expenses. At first they could 
borrow for fairly long periods, and then 
people didn’t want long-term bonds, and the 
government was forced to borrow for only 
one year, then six months, and then 90 
days. 

What France Is Asking. 

The Frenchman has been looking at the 
American situation ever since January and 
February when we passed the Glass-Stea- 
gall bill. He has been observing the Amer- 
ican situation since we brought the Re- 
construction Finance Corp. into being, to 
support the banks and railroads. The 
Frenchman has been watching to see what 
is done with the question: “Will Congress 
balance the budget? We know they can, 
but will they do it?” 

The answer up to this time is in great 
doubt. 

We have in Washington a lot of people 
who do not seem to know that in a crisis, 
when you have shaken the confidence of 
the people, you have to step up and prove 
that your credit is good. The way to do 
that is to balance the budget ruthlessly if 
need be. 

I have read a good deal of literature 
on the cause of this depression. The most 
helpful, and the most pregnant one which 
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I have come upon during the last two years 
appeared in the Frankfurter Zeitung. 
After England went off the gold standard, 
they wrote: “For ten years the statesmen 
of the world had been playing the mischief 
with confidence until at the last there is 
a bare handful of confidence left.” 

Certainly for the last two years the 
statesmen of the world, including our own, 
have been playing the mischief with con- 
fidence, until there is a bare handful of 
confidence left. 

Prosperity must come through the res- 
toration of confidence in the United States 
government and its credit. When that 
confidence is restored, money will come out 
of hoarding and people will buy govern- 
ment bonds and put their money back into 
the banks, because as long as we have the 
Reconstruction Finance Corp. to support 
the banks and bonds, with the credit of 
the government kept good, these things 
will be sound. 

What we need today more than anything 
else is such a positive and unflinching bal- 
ancing of the budget, that the people will 
have no doubt that the government credit 
is good, so that it can be put behind these 
institutions. Then we can bring our money 
out of hiding and hoarding and put it to 
some useful purpose. 

The balancing of the budget must be 
accomplished, not merely by raising taxes, 
but by cutting expenses. If you lived in 
Washington, and realized how little the 
employes of the government sense the sit- 
uation, you would be amazed. In the 
past four weeks this has been said to me: 
“It would be a bad thing to cut salaries 
in Washington, because if salaries in 
Washington are cut, it would start the 
corporations in the United States to cut- 
ting salaries, and wages of their employes.” 

I doubt if there is a man here who has 
not had his salary cut 25 per cent. I won- 
der if there are many employes or officers 
of corporations who have not had their sal- 
aries cut 40 per cent. 

You cannot do very much towards bal- 
ancing the budget, by cutting expenses, but 
you can show your good-will and deter- 
mination. 

During the War I planned the war taxes 
which you people paid; luxury taxes, you 
remember. I have also made emergency 
taxes in the states during times of depres- 
sion. I never yet made a tax that was 
popular. That is as impossible as to be 
in love and act wisely, as Edmund Burke 
put it. It is not necessary that a tax 
should be popular in times of emergency. 
But it is necessary that those taxes should 
raise the money, and I never made one 
that did not raise the money. 

Sooner or later Congress will make one 
that raises the money—because sooner or 
later prosperity must be restored, and that 
restoration must come through the restora- 
tion of confidence in the soundness of our 
banks and of government bonds. That 
will finally be forced upon Congress by 
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the people, as was the balancing of the 
budget in France. 

So far there is little evidence that the 
budget will be balanced. Until it is, no 
one can ‘honestly promise you business re- 
vival. It must come through the balancing 
of that budget. 


What will happen if it is balanced? As 
soon as it is balanced you will have a 
flood of European money into this market, 
and a flood of money out of hoarding. 
That will bring about a condition that al- 
ways must prevail before revival comes. 
You will have a rise in the bond market. 
You have never yet had a business revival 
in any depression until the bond market 
started to rise. Ours will rise as soon as 
the people have confidence in state, federal 
and municipal government bonds. 

If Congress had balanced the budget 
six weeks ago (in March) with the manu- 
facturer’s sales tax, we ‘would be coming 
out of this depression now. The delay of 
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six or eight weeks in balancing the budget 
has wasted enough productive capacity to 
cover the deficit. The longer Congress 
hesitates, the longer it will take for busi- 
ness production to revive. Every day they 
wait, the loss falls that much more heavily 
upon the people. 


Telephone Equipment for Deaf 
Persons to Be Installed. 

Officers of a Nebraska branch of the 
League of Hard-of-Hearing, which meets 
weekly under supervision of the extension 
department of the state university, are 
forwarding plans for the installation of 100 
telephone-hearing instruments as an aid to 
their members. 

It is proposed to permit the university to 
make general use of the equipment at other 
times so that the instruments may be made 
available for deaf persons desiring to 
attend lectures, concerts and other public 
programs and thoroughly enjoy them. 


What Operators Want to Know 


Telephone Service Is Nearer Perfection Than It Has Ever Been 
In Its History—The Cost of the Telephone Is One of Smallest 
Items in the Monthly Business and Family Budget—No. 48 


By Mrs. MAyME WorKMAN, 
Traffic Supervisor, Illinois Telephone Association, Springfield, Ill. 


“How many telephones are there in the 
United States?” is asked in question No. 
1, and how amazing is the reply when we 
stop to think it is only 56 years ago since 
the first telephone conversation was held 
over an overhead line from Boston to 
Cambridge, a distance of two miles. 


Last year, it was my good fortune and 
privilege to meet Dr. Thomas A. Watson, 
the man who made the world’s first tele- 
phone. To me it seemed like meeting some 
one from another world. We have be- 
come so accustomed to telephone service 
it is hard to realize that the man who made 
the first telephone instrument is still with 
us, hale and hearty, and, as he says, “going 
strong.” 

The average subscriber, who lifts his re- 
ceiver from the hook and hears the opera- 
tor’s courteous, “Number, please?” does 
not realize what is behind that courteous 
phrase and the telephone instrument: the 
complicated exchanges, the carefully- 


trained organization of thousands of men‘: 


and women, and millions of miles of wire. 


Day and night, in all kinds of weather, 
“Central” is ready to serve the telephone 
customer. All he has to do is lift his re- 
ceiver off the hook, and she is ready to 
connect him with his next-door neighbor, 
his doctor or lawyer, or his great aunt 
across the sea. It is done so quickly and 
with so little trouble that few people stop 
to consider what goes on between the giv- 
ing of the number and the completion of 
the call. 


From its birth in a humble garret, the 
telephone has grown, until today it has be- 
come a nation-wide service. The main ob- 
jective of every telephone company is to 
furnish a telephone service for the nation, 
free, so far as humanly possible, from im- 
perfections, errors or delays, and enabling 
anyone at all times, anywhere, to pick up 
a telephone and talk to anyone else, any- 
where else, clearly, quickly and at a rea- 
sonable cost. 

Telephone service is nearer perfection 
today than it has ever been in its history. 
In relation to service rendered the cost of 
the telephone is one of the smallest items 
in the monthly business and family budget. 
Few things purchased are of such real, 
constant and increasing value. 


Isn’t it thrilling to know we are a part 
of this nation-wide system and that we are 
the “unseen couriers” of the spoken word? 

Questions From Illinois Operators. 
1. How many telephones are there in the 

United States? 

2. Who pays the report charge on a col- 
lect call from a pay station? 

3. Has “restricted repetition” proved suc- 
cessful? 

4. Should an operator quote the rate on 
an overtime toll ticket unless the sub- 
scriber asks her to do so? 

5. When a subscriber places a call and 
requests that no report except WH be 
given him, what do you say? 

For answers to these questions from real 
Illinois operators, turn to page 32. 
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Nebraska Essays on Meaning of Telephone 


Boys and Girls of Southeastern Nebraska Show Real Interest in Essay Contest 
of The Lincoln (Neb.) Telephone & Telegraph Co. on ‘‘What Our Telephone 
Means To Us'’—Wide-Spread Cooperation Results in Gratifying Response 


A contest recently staged by the Lin- 
coln Telephone & Telegraph Co., Lincoln, 
Neb., proved to be a most effective method 
of stopping cancellations of service, one 
of the most costly and annoying features of 
telephone operation the country over and 
which managers have vainly fought to 
overcome. John H. Agee, general man- 
ager of the company, is quite positive that 
it acted as an effective brake against fur- 
ther loss of stations, 


their work. At Grafton every high-school 
senior sent in a letter. The superintendent 
in Gage county especially urged teachers 
to have pupils take part for their own bene- 
fit as students. Among the contestants 
were pupils in the state school for the blind 
at Nebraska City, and also from an or- 
phanage at York. 

Every exchange in the company’s terri- 
tory was represented. S. R. McKelvie, 


were received, and every one of them indi- 
cated that considerable thought was given 
to the subject. 

“It was interesting to observe how each 
letter reflected the result of the advertising 
we have carried in the newspapers in our 
territory during the past few months. 
Since November 1 of last year, almost all 
of the advertising copy has carried as its 
principal theme this thought: that the value 
of telephone service can- 





since during the first 
month in which it was 
in operation, a net loss 
of only five stations was 
noted. 

The contest began Feb- 
ruary 11 and closed 
March 21. It offered 
$835 in prizes for the best 
letters coming fromschool 
children living in the 22 
counties of Nebraska in 
which the company op- 
erates. Three of these 
were grand prizes of 
$100, $50 and $25, and in 


each of the counties 





not be measured in terms 
of money—because it is 
so indispensable, not 
alone in emergencies, but 
in everyday life. 

We feel that the wide- 
spread interest in this 
letter contest, as ex- 
pressed by parents as well 
as by school teachers and 
executives, has done much 
at this time to help change 
public attitude with re- 
gard to the cost of tele- 
phone service. 

The value of telephone 
service can be measured 








there were four prizes, 
two for boys and two for 
girls, with the first prize 
winner in each class re- 
ceiving $10 and the sec- 
ond $5. The competition was opened to 
all pupils of high-school age or younger. 

Over 1500 replies were received, 986 
from girls and 517 from boys. A number 
of these came from children of five, seven 
and eight years of age. 

The theme for discussion was “What 
Our Telephone Means to Us.” The object 
was to obtain a supply of first-hand facts 
relative to the use made of the telephone 
in the home and its value to the subscriber. 

In spite of the fact that bad roads in the 
rural regions interfered with the plans 
made, the widest interest was manifested. 
News of the contest filtered to other states, 
and applications for blanks came in from 
outside the territory. These were refused, 
as were applications from boys whose par- 
ents have connecting company stations. 

The school authorities cooperated fully. 
County superintendents called attention of 
teachers to the value to students of partici- 
pation. Teachers wrote in from rural 


areas asking that blanks be sent, along 
with announcements of rules, and others 
asked personal information of officials. 
One county superintendent asked that 
teachers of English and rhetoric give con- 
testing pupils credit on their grades for 


“What Our Telephone Means to Us.”’ 


Winners in the Lincoln (Neb.) Telephone & Telegraph Co. Essay Contest on 


Leo Strope, Jr., of Tobias, Second Prize. 


publisher of the Nebraska Farmer; J. E. 
Lawrence, editor of the Lincoln Star, and 
C. W. Taylor, state superintendent of 
schools, formed the board of judges. 

Miss Marie Kotouc, a 14-year-old girl 
at Humboldt, won the first prize of $100; 
the second prize of $50 going to John Leo 
Strope, 13, of Tobias, and the third prize 
of $25 to George B. Steinmeyer, 15, Cla- 
tonia. 

C. W. Motter and his assistant, Miss 
Nanki Field, were in charge of the pub- 
licity. Three-column advertisements were 
run in all of the newspapers in the com- 
pany’s territory, with supporting news 
advertisements and stories. The radio was 
also employed. 

Window displays and counter placards 
supported the other forms of publicity, 
while an illustrated mimeograph bulletin 
was sent weekly to each company employe 
with instructions to spread the news. 

“The splendid response from the terri- 
tory to the prize letter contest, “What Our 
Telephone Means to Us,’ is indeed gratify- 
ing,” was the statement made by W. E. 
Bell, general commercial superintendent of 
the Lincoln company. Continuing he said, 
“I read personally many of the letters that 
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Left to Right: George Steinmeyer, Jr., 
of Clatonia, Third Prize; Marie Kotouc, of Humboldt, First Prize, and John 


only in the terms of 
what it does for the 
user and by the com- 
parison of the cost of 
telephone service with the 
cost of performing the same service in 
another manner.” 

“The hundreds of letters received from 
school children throughout our territory 
during the prize letter contest recently con- 
ducted by our company on the subject 
‘What Our Telephone Means to Us’ points 
out conclusively that the telephone, whether 
it be on the farm or in the city home, is 
of inestimable value,” said J. H. Agee, 
vice-president and general manager of the 
company. 

“I believe we can in a large measure 
attribute the very small loss in stations 
we experienced during the month of March 
to the contest, for in nearly every instance 
we found the letters indicated that the 
writer had spent some time in making 
observations as to the use of the telephone 
in his or her home, and that the subject 
had been discussed at some length with 
the parents.” 

The prize winning letter on the subject, 
“What Our Telephone Means to Us,” 
written by Marie Kotouc, age 14, of Hum- 
boldt, Neb., follows: 

“In fair weather or in foul, for the dire 
emergency in the dead of night, or the 
usual affairs of the day, we have learned to 
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depend on our telephone to ‘Get the mes- 
sage through.’ 

A fire breaks out in our home—the alarm 
must be given. Robbers enter my father’s 
place of business—the police must be 
located. My own sudden illness necessi- 
tates a call to a distant city for surgical aid 
and hospital arrangements. These are the 
times when the miracle of this mighty 
courier is fully realized—when the ability 
to call instantly is so vital to health and 
protection as to put its value above any 
price. 

But the commonplaceness of everyday 
conversation makes it of even more far- 
reaching value to us. How many more 
people enter our home by telephone than 
in person. They come to us on social and 
business missions. Important agreements 
or appointments are made without any un- 
necessary delay. 

We, in turn, ask for and give informa- 
tion, do our daily purchasing, maintain 
friendships, hunt positions, run countless 
errands. I inquire of my rural friend 
about a book. Mother asks my brother at 
college, 90 miles away, if he will be home 
for the week-end. Regardless of distance, 
we talk directly and immediately with any 
one, anywhere, at any time we choose to 
do so. 

Our telephone has become such an every- 
day convenience, that we naturally take it 
for granted. It is well to consider the vast 
army of men, the millions of dollars, that 
make this vital service possible to us and 
at such a low cost. 


A Reassuring Message. 

“Of all things we buy, probably none 
gives us so much for so little as the tele- 
phone. What price could we set on the 
doctor’s midnight directions, on the relief 
of my father’s anxiety over some business 
matter, on the brief but reassuring phrase 
which once came from my brother, ‘An 
accident, but no one hurt.’ 

How the very presence of the telephone 
gives us a feeling of security and confi- 
dence and a nearness to everything! How 
much loneliness it banishes! How much 
time, how many steps it saves! 

In my father’s business the telephone 
is a constant necessity. He transmits far 
more communications by it than by mail. 
From his easy chair he often transacts 
business from city to country, or county to 
county. 

The telephone is a universal servant. 
Our home, as well as the city mansion, 
depends upon it. Our business, as well as 
the metropolitan corporation, reaps its bene- 
fits. It transforms our lives as it also does 
the lives of our farmer friends. 

What does our telephone mean to us? 
It means to us personally the most nearly 
limitless service the world affords. To us, 
as a state, it means vastly more. It played 
a major part in our progress, changed our 
business, made us a_super-neighborhood. 
Through its medium our state is only a few 


TELEPHONY 


minutes wide. The telephone is “Today’s 
Realization of Prompt Communication.’ ” 

The ‘second prize winning letter was 
written by John Leo Strope, Jr., age 13, 
of Tobias. It says: 

“The telephone-using public is vitally 
interested in three important things: First, 
good, accurate, and prompt service; second, 
reasonable rates for service; and third, the 
ability of the company supplying the serv- 
ice to care for the ever-increasing demands 
of the public. 

My parents extend their sincere apprecia- 
tion to the Lincoln Telephone & Telegraph 
Co. and employes for the services rendered 
them during the 25 years they have used a 
telephone. 

Telephone Sales Mean Extra Dollars. 

“I think a telephone is indispensable to 
every farm. We sell many things by tele- 
phone. In one season it is fresh fruits; at 
another time it is eggs, sweet cream or 
poultry. These telephone sales bring into 
the family purse many additional dollars. 
One holiday season, for instance, the de- 
mand for geese in a nearby town was 
greater than the supply. A dealer tele- 
phoned mother. She had geese to spare 
and he was glad to pay five cents per 
pound above the price that the market 
offered. 

Our telephone often figures in ways and 
means of making farming operations 
profitable. Dad can do more in a shorter 
time with less effort through the use of his 
telephone. It saves him numerous trips to 
town and to the neighbors because he hires 
all his help, calls his neighbors for ex- 
change work, learns the market prices and 
sells his crops, and even his live stock, 
through telephone service. The telephone 
is Dad’s handy messenger and his only 
means of instant communication with every 
part of the country. 

I think farm life is more attractive and 
farm work is more pleasant with a tele- 
phone. When the weather is bad and the 
roads impassable, mother chats with her 
neighbors and we hear the news of the 
community. 


Nearest Thing to Personal Visit. 

“A telephone message from my sister, 
who was teaching away from home, 
brought gladness to our family. My 
mother and sister both knew it was the 
nearest thing to a personal visit. The news 
of church socials or community gatherings 
is always brought to us by telephone. 

We have iearned, too, that the telephone 
is priceless in emergencies such as sickness 
in which a doctor is needed at once. My 
mother’s life was once saved by the prompt 
service of our telephone operator. 

The telephone and telegraph company has 
done its part to relieve the unemployment, 
having employed extra men to assist in re- 
inforcing the broken lines caused by the 
heavy sleet during the winter. 

My uncle has added an extension to his 
main telephone service because it saves 
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every member of his family hundreds of 
steps and minutes every day in the year. 
It is wholly in keeping with the modern 
idea of more comfort in our homes. 

I think all the facts quoted prove that 
for only a few cents a day, you can buy 
conveniences, contacts and security that are 
frequently beyond price, and that the actual 
value of a telephone cannot be estimated in 
dollars. My slogan is, ‘A Telephone 
Should Be Installed in Every Home.’” 

* * * 

George B. Steinmeyer, age 15, of Cla- 
tonia, was the author of the third prize- 
winning letter. In it he wrote: 

“We are living in a great age—this age 
of modern inventions. One by one I recall 
them, but the telephone returns to my mind 
as the outstanding invention of all times. 
It is the only means by which personal 
contact is made, regardless of distance 
The telephone is by far the most important 
of all conveniences in our home. We can- 
not find a substitute for it—it remains in 
a class by itself. 

The kerosene lamp can replace the elec- 
tric lights; the pump can replace the city 
water piped into our home; the heating 
stove can replace the gas furnace; the old- 
time ice-box can replace the electric refrig- 
erator, and the broom can replace the elec- 
tric sweeper. But what can replace the 
telephone? Nothing—absolutely nothing. 
It means so much to us that every modern 
convenience may be taken out of our home, 
but the telephone must be left. It is not 
only a convenience, but an absolute neces- 
sity in our household. 

My mother became afflicted when I was 
three years old, and I lost my father at 
the age of seven years. Words are inade- 
quate to express what the telephone means 
to her—she has said many times that the 
telephone has been the salvation of her life. 


Could Not Live Without It. 

“She was asked recently how it has been 
possible for her, since the death of my 
father, to maintain her home, direct and 
transact business and financial affairs, rear 
her children, and carry on life in general, 
from a wheel-chair. Without a moment's 
hesitation she answered: ‘Through the 
facilities of the telephone—without it 1 
could not have managed.’ 

Aside from the necessity and real value 
of the telephone in our home, it has been a 
source of pleasure and social contact for 
my mother. The many calls from her 
friends, both local and long distance, are a 
high spot of pleasure in her life. That 
alone is worth the price of the telephone 
many times over. 

We feel so in constant need of our tele- 
phone that it seems like a part of our fam- 
ily, a real live human part. My mother 
has often said, that in counting her bless- 
ings of life, she must not fail to include 
the telephone. 

Can you imagine a telephone meaning 
more to anyone than to us?” 
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Here and There in Telephone Work 





Rural Party Line Complaint En- 
tered in Poem Form. 

Traffic people, whose duty it is to han- 
dle subscribers’ complaints, are called upon 
to meet many unique situations. A rural 
subscriber, Anthony Whistledigger, who 
lives on the outskirts of Lima, Ohio, but 
calls it Whistlers Crossing, recently sent 
a poem to A. C. Stuart, traffic and equip- 
ment engineer, The Telephone Engineering 
& Management Co., Lima, Ohio, in which 
he gently hints that he does not like the 
third party on his line. 

Telephone people generally, and particu- 
larly those who handle customers’ com- 
plaints, will no doubt be interested in read- 
ing these verses, entitled “Seek and Ye 
Shall Find” : 


“Seek and Ye Shall Find.” 


"Morning, Mr. Traffic Man, 
To see you | am glad, 

I’ve got a joke to tell to you— 
My neighbor he got mad. 


You’ve got our number, | am sure, 
And know just who we be; 

We had but two upon our line, 
And now J/’m sure there's three. 


‘Cause Neighbor tried to telephone 
And someone listened in, 

So just sit tight and hold your breath, 
The meetin’ now begins. 


If they like to hear folks cuss 
Just let ’em listen in, 

For some folks’ cussin’ takes the cake, 
The prize they always win. 


Our line’s the bestest one you got 
Because we make it so; 

We don’t annoy a busy line 
You bet—right off we go. 


When Neighbor cares to talk to me 
He will my number ring, 

But if I’m bound to listen in 
I may hear anything. 


He'll cuss, and damn, and rip and snort— 
You'd think he’s lost his mind; 

Then bangs the “dingbat” on the hook, 
And he is off the line. 


Next we call up trouble clerk, 
To her our troubles tell, 

Whine and growl, and fuss and snort, 
‘Cause Neighbor gave us hell. 


Time-Measured Telephone Service 


Suggestion as Competition Aid. 

From January 1, 1927, to December 1, 
1931, the telephone service in Everett, 
Wash., was rendered through meters 
which recorded the outgoing time use of 
local service. The service was proclaimed 
to be the “best in the world,” except by 
subscribers who resented the “toll” on vis- 
iting and neighbors who preferred to use 
free service. 

The number of connected stations in the 


Everett rate area reached 10,000, and for a 
city of 31,000 inhabitants, it was said to 
be the best-served community in the Unit- 
ed States. Very few stations were lost be- 
cause of business depression owing to the 
fact that the low minimum rate enabled 
the employe to keep his telephone service, 
even though his income had been reduced 
because of part-time employment. 


During a two-week drive for new sub- 
scribers in Everett last October, the com- 
pany employes wrote 540 new applications 
for service. 

Then came the order of the Washington 
State Department of Public Works to dis- 
continue the metered service. Over 400 
telephones were ordered out of service by 
December 20 and discontinuances continue 
by the hundreds, notwithstanding the in- 
troduction of “vacation” rates of $1 per 
month without incoming service use. 

What about the value of the service to 
the remaining subscribers ? 

The theory that the telephone industry 
is “depression proof,” that it is a “natural 
monopoly” and is a “necessity” may need 
reconsideration. 

It may be that low minimum rates for 
time-measured service plus the removal of 
excess tax on extension telephones and 
other “conveniences” will restore prosper- 
ity in the telephone field. | 

Here is a quotation from the Chicago 
Daily News, dated April 26, 1932: 


Railroads Stimulating Traffic. 

Railroad executives express hopeful 
views concerning the future of the trans- 
portation systems. They predict gains in 
traffic and, consequently, in earnings, partly 
as a result of the national reconstruction 
measure and partly by reason of wise ef- 
forts to enhance the efficiency and attrac- 
tiveness of railroad service to the public. 

The progressive railroad executives have 
not been passive, and are not relying exclu- 
sively on federal aid. On the contrary, 
they are practicing the American virtues of 
initiative and self-help. 

The new train schedules of the Pennsyl- 
vania and the New York Central roads 
between Chicago and New York serve to 
illustrate. Not only has the running time 
been shortened considerably, but the excess- 
fare charges have been abolished on all but 
the ultra-modern 18-hour trains. In other 
ways, too, the comfort and convenience of 
travelers have been increased. 

The railroads are being subjected to 
growing competition. Certainly one way 
to meet it effectively is to devise scientific 
means of bettering service and reducing 
rates wherever possible. That can be done, 
as the railroads have shown, even during 
a period of business depression. 


However, while the telegraph-typewriter 
seems to be a great progressive step in 
telegraph communication, what is its effect 
upon the “spoken” word service? 

The telephone industry should be finding 
Ways and means to meet this form of com- 
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petition, as well as the gasoline convey- 
ance which it seems is preferred by many 
telephone subscribers affected by the busi- 
ness dpression. 


Chicago, Ill. GARRISON BABCOCK. 


Slogan Should Include Every Pos- 
sible Communication Service. 

I have been reading with a great deal 
of interest the articles that have appeared 
in TELEPHONY containing suggestions for 
slogans to be used by telephone companies 
in the attempt to expand their business. It 
seems to me that these various suggestions 
have consistently ignored one of the most 
golden opportunities in the history of com- 
mercial telephone development—the devis- 
ing of a slogan which will help to bring 
within the range of telephone company ac- 
tivities every possible service relating to 
wire communication. 

The apparent purpose of the slogans so 
far suggested is to bring back the tele- 
phone revenue which has been lost during 
the last two years. Even if this is accom- 
plished, it will not permit the telephone 
business to return to its old position of 
strength and dominance for the reason that 
too many adverse influences will be at 
work in the meantime. 

Telephone company expansion during the 
next few years must be two-dimensional 
—volume and variety. While ordinary 
telephone service will still represent the 
main source of telephone company revenue, 
this business must be augmented by vari- 
ous other forms of communication serv- 
ices or equipment. It may even be desir- 
able for telephone companies to set up or- 
ganizations for the purpose of selling com- 
munication products, in cases where they 
cannot be rented. 

What reason is there, for example, why 
a telephone company should not be made 
the logical outlet for an intercom. system 
rather than a contractor or electrical job- 
ber who, in most cases, knows nothing 
about the equipment? 

Getting back to the slogan idea, what I 
have to suggest is that a telephone com- 
pany slogan would be much more in tune 
with the times if it were made broader iu 
application. The general idea would be 
“If it relates to wire communication we 
have it—or can get it.” 

Our organization has been dealing with 
telephone companies for many years. One 
of the biggest obstacles with which we 
have been confronted has been the resis- 
tance of the average telephone mind to the 
absorption of ideas relating to aggressive 
selling. 

Such ideas are simply outside of tele- 
phone company experience. But this atti- 
tude will have to change. The telephone 
company must come to be regarded as the 
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final authority in its community in all mat- 
ters relating to communication. 

I am quite aware of the fact that the 
telephone company is a utility and, as such, 
is answerable to various governmental 
regulatory bodies in connection with mat- 
ters of income and expense. This also ap- 
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plies to gas and electric light companies 
but does not seem to prevent them from 
engaging in the business of selling appli- 
ances to their customers at a good profit 
to themselves. 

New communication equipment and new 
forms of wire communication service are 
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constantly being developed. Somebody is 
going to get the job of selling the equip- 
ment or renting the service, or both. Why 
not keep this work within the industry 
where it really belongs? 

Chicago. H. E. Clapham, Vice-President. 

Loomis-Clapham-Whalen Co. 








Outside Plant Men Talk 


Things Over 





Fallen Light Wire Inflicts Damage 
Mile from Contact. 

An electric light wire, broken by the top 
of a sheet-iron private garage blown into 
it during an early morning windstorm in 
Denison, Tex., fell across an interurban 
trolley, then across a telephone cable and 
inflicted damage at points up to a mile 
from the point of contact. 

Contact was with a 50-pair telephone 
cable. This cable branched from a 100- 
pair cable. The electric light wire lay on 
the suspension strand and burned up 180 
feet of the 100-pair cable. Three blocks 
away from contact, it burned the strand 
of the 100-pair cable in two, and one mile 
from the contact burned up 35 feet of 
50-pair cable. 

One hundred thirty telephones were 
affected, but Wire Chief J. P. McBee, of 
the Southwestern Bell Telephone Co., 
going on the job at 4:30 a. m., arranged 
for all customers to be visited at break- 
fast time; hence trouble reports were few. 
Permanent repairs were completed by 
night. 


Old Times in Cable Work and 
Older Methods. 


By Tue Op CaBLe SPLICER. 

We cable splicers in the old days did not 
have the advantage of good tools as have 
the splicers of the present age. When I 
was in my prime, the most difficult job of 
the helpers was to keep the furnace going. 

These old kettles were equipped with a 
rubber bulb similar to the kind found on 
cameras of that age. It was used on the 
furnace to force air into the tank. These 
bulbs split frequently. Even when they 
were at their best, it was most difficult to 
force sufficient air into the tank to generate 
the furnace properly and keep it operating 
for any length of time. 

Some splicers soldered a tire valve into 
their furnaces and used a bicycle pump to 
replace the rubber bulb. The principal fault 
with this system was that so much pressure 
would generally be placed on the tank it 
would blow out the flame. When the fur- 
nace spluttered and went out, the splicer 
blew up; but if the furnace blew up first, 
the splicer went out spluttering. 

Down where I worked we always had a 
lot of trouble caused by the wind blowing 
out our furnaces, so we improvised various 
types of makeshift windshields. None of 


these was satisfactory, so I conceived the 
idea of building one out of the hood from 
a model “T” Ford, which in addition to 
being a shield would have a shelf to carry 
the metal pot. It seemed to me that it 
would be a great advantage to be able to 
pull the furnace out for repairs without 
disturbing the hot metal pot. 

I just used the regular hood and had a 
blacksmith cut out a metal shelf and hinge 
it at the proper height with catches for 
holding it firmly in place. The advantage 














In the Old Days Hood of Engine of Auto- 
mobile Efficiently Filled Need for Furnace 


Windshield. Note the Hinged Metal Shelf 
to Carry Metal Pot. 


of this design was that it could be folded 
up like an Arab’s tent for moving from 
one job to another. 

Windshields on this order, but of course 
much more suited to the splicer’s needs, 
are on the market today, and I believe any- 
one will find them a good investment. Also 
it anyone used a troublesome, dangerous 
furnace today, it would be his own fault, 
for there are numerous types and makes 
on the market and they all seem to be very 
near perfect. 

Splicers of the present-day work fast 
and accomplish much, but I do not believe 
that they work any harder than we did, 
for they have the advantage of so many 
modern improvements in both tools and 
material. 

So many recent splicing improvements 
have been made that I would not be at all 


surprised if someone would discover a sat- 
isfactory method of molding a joint and 
eliminating the wiping. They even have a 
machine for splicing the conductors which 
I understand is quite satisfactory and 
speeds up the work. Just the same, as 
the electric refrigerator cannot completely 
take the place of the ice man, I predict 
that machinery cannot ever entirely replace 
the cable splicer. 


We Need Some Action Against 
Careless Automobile Drivers. 
By Jake, THe LINEMAN. 

Mornin’ buddies! Last week I was up 
to my home town. While I was there, one 
of my friends, and brother lodge member, 
met a horrible death in an automobile 
wreck. 

Fellows, at 8:00 o’clock on the evenin’ 
he was killed, he was the picture of health 
an’ physical perfection. Forty-five min- 
utes later they took him from the twisted 
frame of an automobile, mortally wounded. 
Ten minutes later, his sorrowing mother, 
father an’ brothers heard him gasp for 
breath an’ then pass on. 

What killed him? Why the same thing 
killed him that has killed thousands of 
humans each year—an automobile driven 
by a careless human who had no more re- 
spect for speed laws, traffic regulations 
and traffic signs than we have for a mur- 
derer ! 

This friend of mine was driving along a 
boulevard at a lawful rate of speed when 
suddenly from a side street, utterly ignor- 
ing the “Boulevard Stop” sign, sprang a 
speedin’ car driven by a brainless man. 

I say “brainless” fer any person who 
ignores boulevard stop signs is absolutely 
using his brain only to keep the top of his 
no-account head from fallin’ in. 

Unluckily, the crash killed a_ safe, 
cautious, and law-abiding driver, while the 
careless, law-breakin’ driver escaped with 
a few cuts an’ bruises! Of course he’ll be 
punished, but will that punishment bring 
back the young man? 

Why don’t the law-makin’ bodies of 
this great country get their heads together, 
fergit all about tariff an’ taxes fer awhile, 
an’ help stop this wholesale slaughter of 
law-abiding citizens by careless drivers? 

Does an engineer get to run a locomo- 
tive just because he says, “Heck yes, ! 
know how”? 

No!  Hevhas to pass test after test until 
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his company is absolutely sure that he can 
safely an’ correctly run the engine. From 
time to time these tests are repeated and 
they must be passed by a good grade by 
each engineer. 

Airplane pilots, ship pilots, bus drivers 
an’ many others have to pass rigid drivers’ 
examinations before they are turned loose 
with a machine. As a result the number 
of accidents, which these qualified men 
have, have been reduced to a minimum. 

But let’s look at the average automobile 
driver. The only test that he has to pass 
to get to drive a car is to have the cash 
with which to buy a car! 

Morons, drunkards, half-wits, careless 
humans and people who don’t even know 
the laws, are all granted the privilege to 
drive—just because they have a car. What’s 
the result? You an’ I both know. The 
number of accidents, which the unquali- 
fied driver has, is steadily increasing. 
Something should be done about it. 

Some states have enacted laws requiring 
each driver to pass an examination before 
he is allowed to drive his car. The ex- 
aminations have materially reduced the 
number of accidents in the states involved. 
What is your state doin’ about this grave 
problem which is annually sendin’ thou- 
san’s to the grave? 

You an’ I can do somethin’ an’ if we 
all stick together we can put over laws 
which, if properly enacted an’ carried out 
on a national scale, will do a lot toward 
makin’ the highways safe. I know some 
of you are askin’ “How?” 

Well, I don’t mix politics an’ wire 
stringin’ much but I'll betcha if you’d jist 
drop yer senator er representative a note 
askin’ him if the government wasn’t gonna 
get out some laws makin’ the examination 
of all drivers of automobiles compulsory, 
that it wouldn’t be so long ‘fore we'd get 
some action. 

Start the ball rollin’, fellers. Protect 
yer family by makin’ it safe to drive! 
Write your senator or representative to- 
nite ! 

Guess I’ve got that off my chest. Now, 
how would you like to take a little drivers’ 
test—just to see if you can answer all the 
questions? Everybody ready? O. K. Let’s 
go! Our first question is: 


1. What signal do you give when you 
stop, make a left turn or right turn? 
2. Should you pick up passengers in 
your car? Explain your answer. 
3. What is the safe, sane and lawful 
rate of speed to abide by when yer drivin’: 
a. On the highway, 
b. In the residential section of a 
town, 
c. In the business section of a town, 
d. Past schools? 
4. Is it considered a safe practice to 
Pass a car on a hill? On a curve? 
5. What do you do when driving out 
of an alley into the street? 
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6. Name three types of crossings where 
you should bring your truck to an absolute 
stop. 7 

7. At street intersections which car has 
the right of way—the one on your left or 
the one on your right? 

8. Do you press down on both the 
clutch and brake when you come to a stop? 
Explain. 

9. Do you cross railroad tracks in “high 
gear’? Why? 

10. How close should you park to a 
fire hydrant? To a street intersection? 


I’ve only given you ten questions today. 
How many of them can you answer? Grab 
a pencil, write down the question, and then 
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put down the answer. Send yer ten an- 
swers to me in care of TELEPHONY. 

I'll grade ’em and send ’em back to you 
along with a copy of the correct answers 
suitable fer yer notebooks, and if you rate 
among the five highest I'll tell all about 
yer paper in TELEPHONY. What do you 
say? May I grade yer paper? 

Well, I gotta be ramblin’ but before I 
go I’d like to leave our Safety Thought 
fer the week with you: 

“Life’s too precious a gift to take 
chances with—I’ll play safe an’ keep mine 


longer.” 


So long, buddies! I'll see you Saturday. 























WHISTLE AND SOW 
By Miss Anne Barnes, 


Traveling Chief Operator, Iowa Independent Telephone Association, 
Des Moines, Iowa 


When we see a farmer plowing we wonder what his state of mind is con- 
cerning the several acres of unplowed ground lying stretched out before him. 
It looks such a long, long way from one end of a row to the other. And he 
usually plows only one row at a time. After the plowing comes the planting. 
After the planting it will not be very long until he will have more plowing to do 
between the furrows in which his corn or potatoes are planted, in order to 
keep out the weeds. 

His work in the field seems definitely laid out before him until after the 
harvest. There is no pretense about his work, is there? The black, upturned 
soil always indicates where he leaves off work for the day. I have often 
wondered whether he ever stops work for the day before he has finished plow- 
ing a row. 

Does he bemoan his lot in life? Does he work for bread alone, or does he 
love his work? Of what is he thinking out there in the mellow May sun so 
many hours a day? Does he whistle and sow to shorten the row, I often 
wonder as we whiz by in our car? He is a friendly person because he gen- 
erally waves his hand at us. 

His daily work and the fruit of his labor are always visible to the butcher, 
the banker, the candlestick maker, who drive past his acres of land all day 
long. We know just what progress he is making. We comment on the con- 
dition of his corn, potatoes, and grain. “There is good looking corn,” we 
comment. Perhaps the next field we pass is not doing well. The weeds seem 
to be gaining headway. We express our opinion about what seems neglect. 

Through general observation we know about the farmer’s crops; what 
he paid for seed, the condition of crops from seed-time until harvest-time, and 
the price he will get when he sells. We know he must realize enough for his 
crops to take care of his expenses until he plants again the following spring. 
We sympathize with him because we know all this. His business is an open 
book to us. 

But what does he know about the telephone business? What does he know 
of the cost of materials, upkeep, and labor? Very, very little. His impres- 
sion of our business is not fair to us, but he is not to blame: He thinks of 
us (dressed up as though going somewhere) sitting behind polished desks, serv- 
ing him in a condescending, dressed-up manner. 

When he is at work he wears working clothes. He feels perfectly at 
ease while he chats with us over his fence, but he does not feel at ease in our 
office. If he does accept our invitation to be taken through our office, the 
impression he gets is that we are trying to “show off.” He is ill at ease and 
glad when the ordeal is over. 

Well, what are we going to do about it? If the farmer understood only 
half as much about our business as we do about his, he would know that our 
rates are right. The only way we can win his confidence is to give him ours. 

Morat: “Understand” may be defined by Emerson thus: “Only so much 
do I know as I have lived.” We understand the farmer. We want him to 
know us better. 
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A Typical Strowger Unattended Automatic 
Not Visited for Weeks at a Time. 
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AMERICAN AUTOMATIC ELECTRIC SALES COMPANY fects 
1033 W. Van Buren St., Chicago, U. S. A. 





When communicating with Automatic Electric Co., please mention TELEPHONY. 
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N the United States alone, there are 537 Strowger Automatic ex- 
changes LESS THAN 500 LINES IN SIZE in daily operation. Prac- 


tically without exception, these exchanges are entirely unattended. 





These facts speak eloquently as to the proven practicability and defi- 
nite, tangible superiority of Strowger Automatic unattended operation 
for small exchanges. 


The companies which are operating these small exchanges were all 
~"Doubting Thomases" to begin with. They had to be shown. They 
began with one small Strowger Automatic exchange — then because 
of the completely satisfactory results obtained, they installed more 


and more, until many companies have bought literally dozens of these 
small, unattended units. 


These operating organizations are not day-dreamers. They familiar- 
ized themselves thoroughly with EVERY TYPE of equipment available 
for small exchange operation on-the market and they continually come 
back to place more orders for Strowger Automatic equipment. Why? 
Our engineers can show you—with figures, applied specifically to your 





own exchange or exchanges—the reasons for this increasing use of 
Strowger Automatic equipment for such exchanges. Write for infor- 
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When communicating with Automatic Electric Co., please mention TELEPHONY. 
















































































































Great Britain’s Latest Telephone News 


For Years the Telephone Has Been Prominent News Topic, But Recent 


Developments in England's Affairs Have Ousted It Temporarily—Newspaper 
Space Valuable in Post Office's Telephone Work—Interesting News Items 


By TELEPHONY'’S Special London Correspondent 


Negotiations between the British and 
Irish Free State governments on the sub- 
ject of the Irish treaty, further contro- 
versies about the latest schedule of im- 
port duties, the effects of the Krueger 
and other financial crashes, the disarma- 
ment discussions at Geneva, and the in- 
troduction of the nation’s annual budget 
have conspired during the last few weeks 
to oust telephone topics from a prominent 
place in the public mind. 

Great Britain, and indeed the world, has 
become of late a veritable journalists’ par- 
adise. Big “news” has been continually 
flashing over the world’s wires, and tele- 
phone subscribers have forgotten their 
grievances and have even foreborne ven- 
tilating them in the columns of the press. 

The newspapers that used to sponsor 
vigorously the cause of telephone develop- 
ment have become silent in the cause. The 
newspaper space devoted to news articles 
with a telephone flavor has become less. 
It has been left to the Post Office to pro- 
ceed quietly with its work of telephone 
development, unstimulated by praise or 
criticism. 

Telephone, News Topic No Longer. 

Such a hiatus has not occurred for many 
years and it provides an incentive to look 
back over the last few years, and to con- 
sider how largely the telephone has loomed 
in British newspapers as a “news” topic. 

During the general strike of 1926, for 
instance, when few newspapers were being 
published and those that were published 
were in a most skeleton form, an article 
dealing with the use of the telephone was 
published in a number of newspapers—a 
surprising criterion of the news value at- 
tached by newspaper to the instrument, 
for this was a time of many existing events. 

Any British politician appointed to an 
important post has nearly always been 
photographed immediately in the act of 
telephoning. Either complaint about or 
praise for the telephone service, if from 
a prominent public figure, has secured 
widespread publicity, generally followed by 
stimulating controversies about the worth 
of that service. 

Increases in the number of overseas 
calls, for example, have been invariably 
recorded in leading newspapers, while the 
use of the instrument by members of the 
royal family has been a fruitful source 
of comment for paragraphists and gossip 
writers. Day in and day out, the public 
has become accustomed to read of “tele- 
phone events.” 

In short, during the last few years, a 





position as a news topic of unfailing in- 
terest has been carved out in Britain for 
the telephone. This situation has been 
arrived at not, of course, by fortuitous 
means, but as a result of a closely dove- 
tailed propaganda campaign which was 
continued over a period of five or six 
years, right up to the end of last year. 

This has materially helped the post of- 
fice in its development of communications, 
for the public has become through the 
newspapers so “telephone-minded” as to 
become more and more receptive of the 
new ideas, and sympathetic with the fresh 
advances of the telephone authorities. 

Let us hope that the telephone will not 
for long be taking its present “back seat.” 
Speeding-Up Long Distance Calls. 

The recent speeding-up of long distance 
calls between London and Birmingham, a 
distance of 120 miles, is to be followed by 
a similar improvement between London and 
both Glasgow and Edinburgh. It is now 
possible to “get through” to Birmingham 
from London in 90 seconds, compared with 
20 minutes last year. 

Recent experiments have shown, how- 
ever, that the average time for a call to 
either Edinburgh or Glasgow from Lon- 
don, a distance of about 400 miles, will 
probably be even less than 90 seconds on 
the proposed new service, a saving in time 
since last year of no less than 28% minutes. 

The service will be in operation by the 
time that this article is published in 
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British Telephone Progress. 

The total number of telephones in the 
post office system on February 29, 1932, 
the latest date for which statistics are 
available, was 2,046,404. This represents 
a net increase of 6,898 on the total at the 
end of January. Of these telephones, 732,- 
702 were in London, and 1,313,702 in the 
provinces. 

Inland long distance calls now number 
about 10,000,000 a month. 

Worth Its Weight in Gold! 

The current issue of the Telegraph and 
Telephone Journal contains a_ pleasant 
little story about a jeweler who rather 
against his will was persuaded by a keen 
telephone salesman to take service. For 
months after the installation of his tele- 
phone he kept on insisting that the in- 
strument was an “expensive hobby.” 

Then the “Gold Rush” came, with peo- 
ple selling all manner of gold trinkets to 
make the most of the high price obtainable 
for the metal; and the jeweler himself 
was faced with the urgent need of con- 
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tinually obtaining quotations of ruling 
prices from the bullion dealers. He has 
now expressed the opinion that his tele- 
phone is worth its weight in gold! 

Items from Everywhere. 

The British Industries Fair, recently con- 
cluded, attracted a record number of 1,315 
exhibitors, for whom 479 telephones were 
provided, a ratio of 36.4 telephones to each 
100 exhibitors, which is the highest figure 
yet reached at this annual exhibition. 

The Ford Motors held a show recently 
in London at which 49 telephones were 
provided for 55 exhibitors. 

In 1931 telephones in Britain increased 
by 82,000, but they decreased in Germany 
by 91,197. 

Public telephone service has been opened 
between Britain and Bulgaria. The service 
is available to and from all parts of Brit- 
ain and Northern Ireland; in Bulgaria it 
will, for some time, be limited to calls to 
and from Sofia. 

A public telephone service has also been 
established between all parts of Britain and 
Northern Ireland and Moscow. 


Argentina Companies Increase 
Rates on International Messages. 
As a result of depreciated currency and 
falling exchange rates, communication 
companies in Argentina have been granted 
permission to increase their rates by 35 
per cent on all international messages. 
This affects all radio, telegraph, cable 
and telephone companies. The increase 
will be lowered proportionately with 
future improvement of the exchange rate. 


A. T. & T. Directors Declare Regu- 
lar Dividend for Second Quarter. 
The directors of the American Tele- 

phone & Telegraph Co. on May 18 declared 

the regular quarterly dividend of $2.25 a 

share. The dividend will exceed $41,990,- 

000 and will be the largest ever paid by the 

company,’ as the number of shares out- 

standing at the present time is 18,662,275. 
Additional shares are issued from time 

to time as employes of the Bell System 

complete payment on shates acquired under 
the stock subscription plan. 


Prices in the Metal Markets. 

New York, May 23: Copper—Barely 
steady; electrolytic spot and future, 5%c. 
Lead—Steady ; spot New York, 3.00c; East 
St. Louis 2.90c. Zinc—Firmer; East St. 
Louis spot and future, 2.50c. Antimony— 
5.12c. Quicksilver—$65.00@68.00. 
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The Financial Side of Companies 


Miscellaneous Items of Interest Regarding Financial Matters of Telephone 
Companies—New Securities Issued During Past Month—Figures From the 
Monthly Reports of Larger Companies to Interstate Commerce Commission 





February Reports of 99 Class A 
Telephone Companies. 

The summary of monthly reports of 99 
class A telephone companies, each having 
annual operating revenues in excess of 
$250,000, as compiled recently by the Bu- 
reau of Statistics of the Interstate Com- 
merce Commission and presented on this 
page, shows total operating revenues of 
$89,039,459 for the month of February, 
1932. This represents a decrease of 5.2 
per cent as compared with the operating 
revenues of $93,887,292 for the corre- 
sponding month of the preceding year. 

The operating expenses for February, 
1932, totaled $61,644,718, a decrease of 2.0 
per cent compared with $62,875,569 for the 
corresponding month of 1931. The oper- 
ating income for the same month of this 
year amounted to $18,490,134, a decrease 
of 15.8 per cent compared to $21,963,214 
for February of last year. 

For the two months ended with Febru- 
ary the summary shows total operating 
revenues of $180,851,783, a decrease of 5.9 
per cent over the same period in 1931. 
Operating expenses amounted to $125,453,- 
907, a decrease of 2.6 per cent. 

The operating income for the two 
months’ period, $37,638,865, represents a 
decrease of 16.5 per cent compared to the 
corresponding period of the preceding year. 
The ratio of expenses to revenues was 


69.37 as compared with 67.07 for the first 
two months of 1931. 

At the end of February, 1932, the class 
A companies had in service a total of 16,- 
692,918 telephones, a decrease of 464,319 
instruments, or 2.7 per cent, compared to 
the corresponding period of the preceding 
year. 

Complete data for the Indiana Associ- 
ated Telephone Corp., the South East 
Public Service Corp. of Virginia, and the 
United Telephone Companies, Inc., were 
not available for inclusion in this report. 





Pacific Telephone & Telegraph 
Gross in First Two Months. 

Gross revenues of the Pacific Telephone 
& Telegraph Co. in the first two months 
of 1931 were off about 4 per cent from 
the average for the preceding quarter, 
President H. D. Pillsbury informed stock- 
holders in connection with distribution of 
regular common dividend checks. 

“The decreasing trends in volume of 
business and revenues mentioned in our 
annual report for 1931 recently issued con- 
tinued in January and February. There 
was a net loss of 17,851 telephones in 
these months; 8,288 in January and 9,563 
in February,” Mr. Pillsbury said. 

“Intensive sales efforts carried on by our 
entire personnel during 1931 are being con- 
tinued with increasing emphasis during the 


present year. Expenses are under rigorous 
control, and our organization is putting 
forth every effort to make all possible sav- 
ings consistent with the maintenance of 
our high quality of service to our cus- 
tomers.” 


New York Bell Shows 15 Per Cent 
Income Increase. 

Net income of the New York Telephone 
Co. after taxes, charges and depreciation 
amounted to $35,323,950 for 1931. This 
is equal after preferred dividends to $9.08 
a share earned on 3,713,000 common shares 
and compares with $30,479,028, or $9.25 a 
share earned on 3,120,500 common shares 
in 1930. The increase was $4,844,922, or 
15.9 per cent. 

Telephone operating revenue was $211,- 
636,600, against $213,693,527 in 1930, a de- 
cline of less than 1 per cent, despite un- 
favorable conditions in the company’s ter- 
ritory, comprising New York state and 
Greenwich, Conn. The number of tele- 
phones was reduced less than 1 per cent, 
the total in service at the end of 1931 be- 
ing 2,598,678. The daily average of orig- 
inating local and toll calls was 11,738,000, 
a decrease of a little over 3 per cent. 

Net operating revenues were $62,625,599, 
against $59,047,643 in 1930, a gain of $3,- 
588,000, due to economies of operation, 
while operating income, after uncollect- 
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crease (*). crease (*). 
Ratio, Ratio, 
1932. 1931. Amount. Pct. _ 1932 1931 Amount. Pct. 
at ' 
or 16,692,918 17,157,237 *464,319 ee} 840 6abesetedmes | odebesesin ‘seeeasads 
++ $57,755,614 $59,163,516 *$1,407,902 *2.4 $116,588,73 $120,010,228 *$3,421,492 *2.9 
on 3,492,395 3,705,997 *213,602 *5.8 7,390,585 7,955,378 *564,793 *7.1 
er 924,745 890,102 24,612 3.9 1,886,796 1,812,748 74,048 4.1 
— 20,361,402 23,320,673 *2,959,271 %12.7 41,868,437 48,659,549 *6 791.112 *14.0 
3,832,026 4,015,455 *183,429 *4.6 7,733,236 8,043,868 *310,632 *3.9 
ae 2,644,135 2,755,921 *111,786 *4.1 5,326,675 5,552,571 *225,896 *4.1 
re 1,214,202 1,275,939 *61,737 *4.8 2,407,964 2,532,398 *124,434 *4.9 
whe 1,185,060 1,240,312 *55,252 *4.5 2,350,646 2,462,190 *111,544 *4.5 
.-- $89,039,459 $93,887,292 $4,847,833 *5.2 $180,851,783 $192,104,550 *$11,252,767 *5.9 
... $17,140,963 $16,646,763 $ 494,200 3.0 $ 34,276,762 $ 33,271,423 $ 1,005,339 3. 
aa 14,555,054 14,592,151 *37,097 *0.3 29,759,683 30,124,305 *364,622 *1.2 
ous 15,522,182 17,094,477 1,572,345 *9 2 32,068,235 35,736,237 *3,668,002 *10.3 
‘ae 8,764,000 8,719,488 44,512 5 17,870,885 17,824,482 46,403 0.3 
ats 5,662,569 5,822,690 *160,121 *2.7 11,478,342 11,883,933 *405,591 *3.4 
.-. $61,644,718 $62,875,569 *$1,230,851 2.0 $125,453,907 $128,840,380 *$3,386,473 *2 6 
.e. $27,394,741 $31,011,723 *$3,616,982 *11.7 $ 55,397,876 $ 63,264,170 *$7,866,294 %12.4 
— 52,065 $ 68,378 *$ 16,313 *o 110,582 $ 151,332 *$ 40,759 ‘ 
wis 36,282 44,045 *7,763 a 79,353 104,474 *25,121 oa 
— 957,675 818,355 139,320 17.0 1,867,058 1,648,595 218,463 3.3 
... $26,452,849 $30,217,701 *$3.764,852 *12.5 $ 53,562,047 $ 61,662,433 *$ 8,100,386 $13.1 
oom 7,962,715 8,254,487 *291,772 *3.5 15,923,182 16,575,308 *652,121 *3.9 
eee $18,499.1234 $21,962.214 *$3,473.080 *15.8 $ 37,638,865 $ 45,087.130 *$7,448.265 *16.5 
nam 69.23 66.97 2.26 aon 69.37 67.07 2.30 a 








Comparative Statistics for February Compiled from 99 Class A Companies’ Reports to 
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the Interstate Commerce Commission. 
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ible operating revenues and taxes, was 
$46,972,298, against $43,721,051. Total in- 
come was $51,561,794, against $47,804,226, 
and surplus after all dividends was $3,- 
994,950, against $4,519,028. 

A gross total of $85,066,714 was ex- 
pended on plant additions, betterments and 
replacements in 1931, slightly more than 
the annual average spent for these pur- 
poses in the last five years. The ex- 
penses included $10,174,738 for land and 
buildings, $26,424,557 for central office 
equipment, $29,914,539 for subscribers’ 
equipment, $13,541,815 for exchange lines 
and $3,248,040 for toll lines. 

The number of telephones on a dial 
service basis at the end of the year was 
1,100,566, an increase in the year from 
about one-third to more than two-fifths of 
the total stations. - Nearly half of all New 
York City telephones, as compared with 
about 38 per cent a year ago, are now of 
the dial type. 

There were 116 dial central offices in 
operation at the end of 1931, a gain of 22, 
and there were 513 central offices of all 
kinds, a gain of 17. Thirty-eight new 
switchboards were installed and 75 addi- 
tions were made to existing switchboads. 

The wire system interconnecting the 
company’s telephones was increased by 
479,218 miles, including 110,633 miles of 
toll wire, to a total of about 14,250,000 
miles. About 98 per cent of the existing 
mileage is enclosed in cable, with about 
82 per cent of the total underground. 


Plant additions were financed princi- 
pally by funds berrowed from the Ameri- 
can Telephone & Telegraph Co. On Jan- 
uary 1, 1931, $59,250,000 in common stock 
were issued and sold to the American com- 
pany, the proceeds being used to liquidate 
a like amount of advances from that com- 
pany. 

All of the 6 per cent bonds of the com- 
pany were called for redemption during the 
vear, including $19,400,900 due 1949 and 
$49,659,000 due 1941. The funds neces- 
sary for the retirement of these bonds 
were borrowed as needed from the Amer- 
ican Telephone & Telegraph Co. No plan 
for refinancing has been arranged. 

The total of 55,904 employes on the pay- 
roll at the end of 1931 was less by 4,493 
than at the close of 1930, the deduction 
being largely the result of not replacing 
employes who had voluntarily left the 
service. Where a force surplus has ex- 
isted, work has been divided among all 
employes on an equitable basis. Salaries 
and wages paid amounted to more than 
$102,000,000. 

“An increasingly experienced and efficient 
force, a reduced volume of business, re- 
frenchment in many items of expense, and 
improved methods, all contributed to a re- 
duction in operating expenses which more 
than offset the reduction in revenues,” J. 
S. McCulloch, president, says in his re- 
port. “However, the margin remaining 
after all expenses and dividends were paid 
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was less by one-half million dollars than 
for 1930, due to increased carrying charges 
which accompanied net additions made to 
the plant during the year. 

“Throughout the company’s history in 
the territory it now serves there has been 
a yearly increase in the amount invested 
in the property; and so long as our busi- 
ness continues to grow or population to 
shift from locations adequately served to 
locations where additional plant must be 
provided, the investment in plant will in- 
crease. The cost of carrying the entire 
plant must be borne by the company in 
adverse as well as normal times.” 

The balance sheet of December 31, 1931, 
shows current assets of $29,651,802, includ- 
ing $9,388,574 cash and deposits and cur- 
rent liabilities of $24,979,957. Advances 
from American Telephone & Telegraph 
Co. amounted to $105,950,000. Surplus was 
$57,067,195. Plant totaled $770,694,632 at 
the end of the year and total assets were 
$853,649,922. 





Reports Lincoln (Neb.) Company 
Showing Gradual Improvement. 
In sending out quarterly dividend checks 

to stockholders of the Lincoln Telephone 

Securities Co., which owns over 80 per 

cent of the stock of the Lincoln Telephone 

& Telegraph Co., Lincoln, Neb., as well as 

being interested in other properties, C. P. 

Russell, secretary, says that the net re- 

sults of operation of the telephone com- 

pany for the first two months of the year 
show a satisfactory improvement over the 
corresponding period of 1931, the amount 
of money available for surplus after the 
payment of dividends, interest, expenses and 
fixed charges having increased materially. 

Although there were some damaging 
sleet storms during the previous quarter, 
the current earnings of the telephone com- 
pany were not affected thereby, as the de- 
preciation reserve was ample to take care 
of all repairs and replacements. Expenses 
generally have been reduced in line with 
sound management and net earnings have 
been well protected. 


It is also pointed out that the shares of 
the company are not listed on any stock 
exchange, and are, therefore, not subject 
to the influences of a speculative market 
which often are responsible for wide fluc- 
tuations in the prices of listed shares. It 
is also emphasized that neither the Lincoln 
Telephone & Telegraph Co., nor the Lin- 
coln Telephone Securities Co. is affiliated, 
either directly or indirectly, with any 
ether company. 

The operations are confined almost ex- 
clusively to 22 counties in southeastern and 
southern Nebraska, which are generally 
considered constituting the garden spot of 
the state. The compactness of the terri- 
tory in which the telephone company op- 
erates and the fact that the company is en- 
gaged in only one line of business makes 
it possible to keep in closer touch with and 
to supervise more efficiently the business 
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of the company, than could be done ii 
it were engaged in a number of lines of 
business scattered over an expansive ter- 
ritory. — 

Mr. Russell adds that the Securities 
company is in a strong financial position 
with no bank loans or funded debt, and the 
management feels that its earnings are 
thoroughly protected. It looks forward 
confidently toward a continued gradual im- 
provement in its business. 


Northwestern Bell President Dis- 
cusses Company Policy. 

President W. B. T. Belt, in a note accom- 
panying the second quarterly dividend pay- 
ment of the Northwestern Bell Telephone 
Co., expresses the opinion that with the 
return of spring farm activity a brighter 
picture will be presented than has been 
possible in recent months. 

The continued low level of general busi- 
ness in the company’s territory, he says, is 
reflected in the results of the company’s 
operations for the first three months of 
the year. During that time the number 
of company stations decreased about 
8,000, while the volume of long distance 
trafic continued to decline at about the 
same rate as the previous three months, 
which was greater than for the full year. 

This reduced use of telephone service 
has resulted in a substantial majority of 
the employes working less than full time, 
this policy being adopted rather than to 
discharge employes. This redistribution oi 
available work has resulted in a maximum 
number of persons being employed. Where 
persons have voluntarily retired, the pol- 
icy followed has been to allow their places 
to remain unfilled. 


Earnings of Larger Companies for 
March and First Quarter. 


Earnings reported for the American 
Telephone & Telegraph Co. in March and 
in the first three months of 1932, as com- 
pared to earnings in the corresponding 
periods of 1931, as reported to the Inter- 
state Commerce Commission, are: 


Month of March: 1932. 1931. 
Total operating rev- 


ern: $ 8,450,252 $ 9,932,525 
Net operating rev- 

errr 3,046,898 3,929,934 
Net operating § in- ‘ 

EE ccwcnsadwes 2,349,879 3,163,815 


Three months: 
Total operating rev- 


SN savineciccnl $24,955,942 $28,566,511 
Net operating rev- 

eee 8,590,386 11,253,794 
Net operating in- 

Ne acioswahorxsa 6,656,646 9,090,440 


The Pacific Telephone & Telegraph Co. 
System for the quarter ended March 31 
had a net income of $3,927,678 after de- 
preciation, charges and taxes. This is 
equal after preferred dividend require- 
ments, to $1.49 a share on 1,805,000 com- 
mon shares. It compares with $4,834,042, 
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or $1.99 a share, earned in the first quar- 
ter of. 1931. 

The New England Telephone & Tele- 
graph Co. reported a deficit of $295,543 
in its income statement for three months 
ending March 31, 1932. The net income 
of the company for the period amounted 
to $2,371,370, but dividend appropriations 
of $2,666,914 left the deficit. 

During the first quarter of the current 
year the company had a net loss of 19,982 
stations. 

Following is the company’s income state- 
ment for the three months ending March 
et 








Operating revenues............ $17,878,209 
Operating expenses............ 12,211,850 

Net operating revenues...... $ 5,666,359 
Deductions : 

i Se $1,525,046 

Uncollectibles 165,476 1,690,522 
Total operating income........ $ 3,975,837 
Net non-operating revenue..... 76,785 

Total gross income.......... $ 4,052,622 
Deductions : 

Rent arid misc.....$ 200,656 

Bond interest...... 1,012,500 

Debt. dis. and ex.. 41,576 

Other interest..... 426,520 1,681,252 
Balance net income............ $ 2,371,370 
Dividend appropriations........ 2,666,914 

Balance—deficit ............ $ 295,546 


Operating figures for March and the first 
three months of the year for the larger 
companies follow: 


Dakota Central Telephone Co., 
Aberdeen, S. D. 


1932. 1931. 
March gross ...... $ 120,571 $ 130,053 
Operating income . 33,812 26,877 
Three months’ gross 357,060 385,999 
Operating income .. 93,897 71,899 


Home Telephone & Telegraph Co., 
Fort Wayne, Ind. 


March gross ...... $ 103,419 $ 111,766 
Operating income .. 30,685 22,351 
Three months’ gross 310,869 334,237 
Operating income .. 88,678 65,558 


Illinois Bell Telephone Co. 
March gross ...... $ 7,147,046 $ 7,674,481 
Operating income .. 1,350,531 1,366,564 
Three months’ gross 21,018,749 22,631,276 
Operating income .. 3,381,110 3,842,368 

Wisconsin Telephone Co. 
March gross ...... $ 1,410,990 $ 1,500,907 


Operating income .. 217,016 262,466 
Three months’ gross 4,198,038 4,421,133 
Operating income .. 666,153 763,908 


Indiana Bell Telephone Co. 
March gross ...... $ 1,006,357 $ 1,099,299 


Operating income .. 241,251 267,499 
Three months’ gross 3,015,685 3,233,601 
Operating income .. 656,548 722,555 


Mountain States Telephone & Tele- 


graph Co. 
March gross ...... $ 1,713,967 $ 1,871,689 
Operating income .. 374,945 449,203 
Three months’ gross 5,116,230 5,538,662 
Operating income .. 1,062,611 1,334,062 


Ohio Bell Telephone Co. 
March BPONS 2.0000 $ 3,378,081 $ 3,641,497 
Operating income .. 682,941 815,619 
Three months’ gross 10,071,945 10,783,958 
Operating income .. 2,086,370 2,347,191 
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Rochester (N. Y.) —pem Corp. 


1931. 
March gross ...... $ 430,604 $ 446,396 
Operating income .. 72,123 103,266 
Three months’ gross 1,285,913 = 1,323,995 
Operating income .. 254,839 312,279 


Tri-State T. & T. Co., St. Paul, Minn. 
March gross ...... $ 461,243 $ 486,010 


Operating income .. 121,739 134,981 
Three months’ gross 1,378,350 1,421,837 
Operating income .. 372,268 374,642 


West Coast Telephone Co., 
Everett, Wash. 


March gross ...... $ 102,869 $ 119,409 
Operating income .. 29,841 39,732 
Three months’ gross 306,769 342,574 
Operating income . 82,923 104,931 


Pacific Telephone & Telegraph Co. 
March gross ...... $ 4,905,287 $ 5,297,368 
Operating income .. 1,091,029 1,198,153 
Three months’ gross 14,603,732 15,581,764 
Operating income .. 2,870,373 3,422,560 

Keystone Telephone Co. of Phil- 

adelphia, Pa 


March gross ...... $ 153,380 $ 163,718 
Operating income .. 66,399 71,083 
Three months’ gross 462,726 492,191 
Operating income .. 202,089 218,658 


Southwestern Bell Telephone Co. 
March gross ...... $ 6,291,943 $ 7,044,073 
Operating income .. 1,576,976 1,687,962 
Three months’ gross 18,936,109 21,014,966 
Operating income .. 3,837,826 5,174,458 

Associated Telephone Co., Ltd., Los 
Angeles, Calif. 
March gross ...... $ 240,780 $ 245,901 


Operating income .. 75,353 81,894 
Three months’ gross 722,492 750,655 
Operating income .. 231,898 264,064 


Michigan Bell Telephone Co. 
March gross ...... $ 3,051,360 $ 3,376,078 


Operating income .. 478,593 601,171 
Three months’ gross 9,036,566 9,832,949 
Operating income .. 1,314,056 1,417,641 


Southern Bell Telephone & Tele- 
graph Co. 
March gross ...... $ 4,615,259 $ 5,133,691 
Operating income .. 1,080,648 = 1,357,734 
Three months’ gross 13,831,392 15,189,861 
Operating income .. 3,210,420 3,844,980 
United Telephone Co., Abilene, Kans. 


March gross ...... $ 151,297 $ 166,821 
Operating income .. 25,493 30,712 
Three months’ gross 446,710 494,891 
Operating income .. 62,701 90,656 


Lincoln Telephone & Telegraph Co. 
March Gross ...... $ 238,455 $ 268,830 


Operating income .. 49,630 72,360 
Three months’ gross 718,476 791,210 
Operating income .. 149,149 162,712 


New Jersey Bell Telephone Co. 
March gross ...... $ 3,918,784 $ 4,092,191 
Operating income .. 749,145 901,274 
Three months’ gross 11,608,738 12,189,514 
Operating income .. 2,151,682 2,728,840 

New York Telephone Co. 
March gross ...... $17,468,933 $18,118,750 
Operating income .. 4,002,103 4,109,240 
Three months’ gross 51,545,256 53,322,850 
Operating income .. 10,760,000 11,677,611 
Northwestern Bell Telephone Co. 
March gross ...... $ 2,677,310 $ 2,905,401 


Operating income .. 598,737 744,174 
Three months’ gross 7,951,831 8,502,078 
Operating income .. 1,691,543 2.019,772 


Cincinnati & Suburban Bell Tele- 


phone Co. 
March gross ...... $ 816,179 $ 879,711 
Operating income .. 211,241 229,108 
Three months’ gross 2,480,330 2,625,287 


Operating income .. 659,162 642,293 
Home Telephone & Telegraph Co., 


of Spokane, Wash. 
March gross ...... $ 126,625 $ 136,866 
Operating income .. 28,288 30,250 
Three months’ gross 382,185 410,561 
Operating income .. 71,523 82,579 
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New England Telephone & Tele- 
graph Co. 

1932. 1931. 
March gross ...... $ 5,997,185 $ 6,180,139 
Operating income .. 1,375,822 1,541,055 
Three months’ gross 17,878,209 18,336,302 
Operating income .. 3,975,838 4,524,924 

Southern California Telephone Co. 
March gross ...... $ 3,230,919 $ 3,461,361 
Operating income .. 865,141 970,599 
Three months’ gross 9,579,507 10,189,124 
Operating income .. 2,397,819 2,686,016 
Peninsular Telephone Co., Tampa, Fla. 


March gross ...... $ 177,108 $ 187,139 
Operating income . 57,311 68,377 
Three months’ gross 537,178 564,842 
Operating income .. 176,472 205,197 


Current Price Quotations on Listed 
Telephone Stocks. 


May 20, 1932. 
High. Low. Last. 
Telephone & 
. oo re 95% 93% 95% 
Assoeiated Telephone & 
Been OO.. Besesscce 12 10 10 
Associated Steines & 
Telegraph, 7% pfd....... .. 
Associated Telephone Util- 
fo 7 eae ee 14% 14% 14 
Chesapeake & Potomac 
Telephone Co., pfd...... 1125, 11214 112% 
Community Telephone Co. 3 3 3 
Bell Telephone Co. of Can- 
Di <ethissaaeartsbeeeene 881%, 88 88 
Bell Telephone Co. of 
Pennsylvania ........... 107% 107% 107% 
International Telephone & 
Telegraph Corp.......... 
New England Telephone & 


American 


4% 4% 4% 


OE OO, ig ccc cwscese 85% 85 85 
New York Telephone Co., 

2 Se pepeatey: 111 110 110 
Pacific Telephone & Tele- 

ero 72% 68% 68% 
Pacific Telephone & Tele- 


—~ — ee ee 90 90 90 
Southwestern Bell 


SE Ee Mocs ccccvess 06 106 106 
Telephone Bond & Share 

Se rer eee 
Telephone Bond & Share 

oo i err eer - - 
Telephone Investment Co 30 30 30 


Bip AND ASKED Quorarson’. 


Bid. Asked. Bid. 
May 20. May 19. 
Lincoln Telephone & Tele- 

i Ci oanntaseeee4 cee 95 105 95 
Mountain States Telephone 

& Telegraph C 
Northwestern Bell 

phone Co., pfd. (6.50)...103 106 103 
—— Telephone Co., 

1.4 


ere ere 13% 17 13% 
Peninsular Telephone Co., 

Wes 8 ccegesececoccsceces 7s 83 78 
Porto Rico Telephone Co.. .. 100 ae 
Rochester Telephone Corp., 

7 Saar 100 103 100 
Southern New _ Maatané 

ens GO, Bec csceess 96 98 98 
Wisconsin B= ERR Co., 

Ss: Sebo bsecnpnsceneneees 103. 107 )~=— 103 


Plan of Reorganization Proposed 
for Empire Public Service Corp. 
A plan for reorganizing the Empire 

Public Service Corp. and its subsidiary 

and affiliated companies has been formu- 

lated. The corporate structure is to be 
simplified by eliminating some of the hold- 
ing companies, although the system itself 
is maintained intact. Fixed charges and 
dividend requirements on a_ consolidated 
basis have been reduced by about $1,000,000 

The East Coast Utilities Co. is one of 
the affiliated companies and owns East 

Coast Telephones, Inc., which operates 

about 4,000 telephones in Virginia with 

headquarters at Warsaw. 
The reorganization plan of the Empire 

Public Service Corp. provides that for 
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each $1,000 of two-year 6 per cent convert- 
ible notes of East Coast Utilities the hold- 
er may receive $1,000 of five-year, 7 per 
cent convertible secured notes of the new 
company. For each $1,000 of 6 per cent 
convertible debentures of East Coast Utili- 
ties, the holder may receive $400 face 
amount of 6 per cent debentures, series A, 
and 40 common shares of the new com- 
pany, or 140 common shares of the new 
company. 


Brief Annual Reports of Two Ne- 
braska Telephone Companies. 


Herman (Neb.) Telephone Co., Charles 
Nelson, president; E. W. Burdic, vice- 
president; C. R. Gray, secretary; Wm. 
Flanigan, treasurer; and J. H. Johnson, 
manager. Fixed investment, $21,990; total 
assets, $28,722; common stock outstand- 
ing, $6,000; depreciation reserve, $861.59; 
surplus reserve unappropriated, $19,274.- 
30; exchange revenues, $6,623.05; toll rev- 
enues, $1,074.35; total telephone revenues, 
$7,697.40. 

Maintenance expenses, $2,649.86; depre- 
ciation, $350.14; traffic expenses, $1,843.21; 
commercial expenses, $1,557.31; total tele- 
phone expenses, $6,400.52; net telephone 
earnings, $1,296.88; taxes paid, $103.55; 
profit and loss, $1,193.33; number of sta- 
tions at end of year, 392, a loss of five. 

Unadilla Union Telephone Co., Unadilla, 
Neb., A. G. Stoner, president; H. A. Wal- 
lace, vice-president; Thomas Rodaway, 
secretary, treasurer and manager. Fixed 
investment, $19,144; total assets, $27,780; 
common stock outstanding, $7,860; depre- 
ciation reserve, $17,324; surplus reserve 
unappropriated, $2,762; exchange revenues, 
$3,475.90; toll revenues, $103.79; total 
telephone revenues, $3,579.69. 

Maintenance expenses, $690.18; deprecia- 
tion, $1,309.74; traffic expenses, $980.00; 
commercial expenses, $405.54; total tele- 
phone expenses, $3,385.46; net telephone 
earnings, $194.23; taxes paid, $132.00; mis- 
cellaneous charges, $320; profit and loss, 
$59.03; number of stations at end of year, 
233, a loss of five. 


Associated Company’s Report Re- 
flects New Management. 

The annual report of the Associated 
Telephone Utilities Co., Chicago, IIl., for 
1931, was issued the latter part of last 
month and showed consolidated gross earn- 
ings for the year of $17,402,233 compared 
with $15,625,207 in 1930. Net earnings be- 
fore depreciation and interest were $7,893,- 
179 compared with $7,036,215 in 1930. 

Consolidated gross earnings of the com- 
pany and its subsidiaries (including earn- 
ings for the full 12 months of all the sub- 
sidiaries owned or controlled), for the 
year ended December 31, 1931, were $17,- 
711,728. After depreciation charges the 
company showed earnings of $1.35 per 
share of common stock outstanding at the 
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end of the year. This compares with $2.01 
per share for the year 1930. 

The annual report gives a complete 
summary of the company’s operation and 
condition up to March 31 of this year, at 
which time new executive management 
took control. It shows the financial obliga- 
tions not only of the parent company but 
also of all the subsidiary companies. 

A study of the maturing obligations of 
the company and of its subsidiaries, as 
reflected by the balance sheet and the re- 
marks of President Wm. J. Wardall, 
bringing the information up to date as 
of April 1, 1932, shows bank and other 





Wm. J. Wardall, President, and Harold V. 


Bozell, Vice-President, of the Associated 

Telephone Utilities Co., Chicago, III., Who 

Have Been Quite Active in Management 
Affairs of the Company. 


loans of about $2,160,000, which do not 
become due until the spring of 1933 and 
$3,888,000 6 per cent notes due April 1, 
1933. 

The principal+part of these maturities 
are secured by mortgage bonds and pre- 
ferred stock of operating subsidiary com- 
panies which the holding cSimpany owns 
to an amount of over $9,000,000 at par or 
in principal amount. Aside from these 
maturities there are approximately $195,000 
mortgage bonds of operating subsidiaries 
maturing late in 1933 and $57,000 maturing 
in 1936. The company and its subsidiaries 
have no other funded debt maturing before 
1938. 


Capital surplus, at the end of 1931, was 
$9,184,532, compared with $14,108,359 at 
the end of 1930. The surplus was cut $5,- 
230,823 in 1931, that amount being charged 
off because of stock purchases.- During 
the first quarter of 1932, the company had 
acquired 25,000 additional common shares 
net, the cost, approximately $250,000, to 
be charged to capital surplus. While the 
company sold considerable stock, it had 
re-acquired these substantial amounts in 
trying to maintain a market. President 
Wardall states that these operations were 
stopped in March. 


At the end of 1931 the company had 
bank loans of $1,550,000, brokers’ loans 
of $636,654, and other secured loans. The 
bank loans have since been reduced to 
$1,200,000 and the balance extended a year. 
The brokers’ loans have been paid and the 
other secured loan liquidated. An addi- 
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tional loan of $1,000,000 was made for a 
year. 

At the annual stockholders’ meeting on 
April 20 in Wilmington, Del., the num- 
ber of directors was increased to 11 from 
7. The new directors elected are: Wm. J. 
Wardall, Harold V. Bozell, Harvey J. 
Carson, Robert O. Farrell, George E. 
Jones, Dean E. Terrill and Maurice M. 
Wheeler. Three of these succeeded T. 
R. Hefty, Martin J. Insull and Marshall 
E. Sampsell. The other directors reelected 
are: Morris F. Lacroix, J. F. O’Connell, 
S. L. Odegard and E. J. B. Schubring. 

During March, 1932, Martin J. Insull, 
former president of the Middle West Utili- 
ties Co., resigned as a director of the 
Associated company. Marshall E. Samp- 
sell, former president of the Central IIli- 
nois Public Service Co., an Insull com- 
pany, resigned as president and a director. 
On March 30, 1932, Wm. J. Wardall, of 
Chicago, and Harold V. Bozell, of New 
York, were elected, respectively, president 
and executive vice-president. Since then 
Mr. Wardall and Mr. Bozell have been 
most active in the company’s financial and 
management affairs. 

Mr. Wardall has spent his business life 
in investment banking primarily in the pub- 
lic utility field. He is a past governor and 
a past vice-president of the Investment 
Bankers’ Association of America. Mr. 
Bozell is an electrical engineer and a for- 
mer editor of Electrical World. He has 
been in consulting engineering practice, 
which included telephone companies. 


Both Mr. Wardall and Mr. Bozell be- 
lieve in sound financing and managing 
methods and their work so far, with the 
Associated Telephone Utilities Co., has 
been to eliminate such practices as they 
felt were not in line with this policy. 

Although in financial and utility circles 
the Associated Telephone Utilities Co. was 
frequently considered as part of the Insull 
group of public utilities, it actually was 
not. The recent changes in the officers and 
directors emphasize the fact that the Asso- 
ciated company is not connected with the 
Insull or any other public utility group. 

As of December 31, 1931, the 96 oper- 
ating subsidiaries of the Associated com- 
pany had been reorganized into 47 com- 
panies. These 47 companies served 497,- 
688 telephones in 25 states. Their opera- 
tion is under Vice-President S. L. Odegard, 
for the western companies, and Vice- 
President J. F. O’Connell for the eastern 
companies. 


It is expected that economies resulting 
from the reorganization of the 96 operating 
companies.in 1930 into the 47 companies in 
1931 will be more fully realized this year 
and in subsequent years. Under the con- 
ditions of the past year to March 31, 1932, 
the Associated system suffered a net loss 
in stations of 3.3 per cent. Since January 
the loss in stations has been declining each 
month. 
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What the Commissions Are Doing 


Up-to-the-Minute News Regarding the Activities of State and Interstate Com- 
missions, Courts and City Councils in Matters Concerning Telephone Com- 
panies—Summary of Commission Orders and Schedule of Telephone Hearings 


Receivers Appointed for Federal 
Public Service Corp. 

Judge John P. Nields in the United States 
District Court in Wilmington, Del., in May, 
appointed Perry O. Crawford of Chicago 
and Clarence A. Southerland of Wilming- 
ton as receivers of the Federal Public 
Service Corp. The corporation is a public 
utility holding concern with offices in Chi- 
cago. It has numerous subsidiary corpora- 
tions operating gas, electric and telephone 
properties in Minnesota, Wisconsin, Iowa, 
Illinois, Tennessee, West Virginia, Georgia, 
Florida and elsewhere. 

A bill asking appointment of receivers 
was filed May 10 by Luke L. Stager of 
Kearney, N. J., owner of one $1,000 6 per 
cent gold debenture note of the corpora- 
tion. Receivership proceedings also were 
instituted in federal court at Chicago the 
same day on behalf of Mr. Stager. 

An amended bill of complaint filed in 
Wilmington stated that assets of the cor- 
poration are over $25,000,000 and liabilities 
$19,000,000, but due to decreased earnings 
and the general business situation, the con- 
cern is temporarily embarrassed and un- 
able to meet current obligations. 

The corporation filed an answer admit- 
ting the allegations of the amended bill. 

Perry O. Crawford, president of the 
Federal Public Service Corp., and Charles 
A. Southerland, an attorney of Wilming- 
ton, Del., were appointed ancillary receivers 
on May 20 for the Federal Public Service 
Corp. in this jurisdiction by Judge Walter 
C. Lindley in the United States District 
Court in Chicago. 


Michigan Bell Injunction Case 
Suspended by Master’s Ruling. 
A recommendation that an order be is- 

sued by the federal court in Detroit, Mich., 

suspending all further proceedings in the 
suit in that court of the Michigan Bell 

Telephone Co., against the Michigan Public 

Utilities Commission for an injunction re- 

straining the imposition of lower telephone 

rates, was made on May 6 in an opinion 
handed down by William S. Sayres, Jr., 
standing United States master in chancery. 

If the order recommended by Mr. 

Sayres is entered by the federal court, the 

case may be appealed either to the United 

States Supreme Court or to the Federal 

Circuit Court of Appeals at Washington. 

Another course open is for the telephone 

company to make a new application before 

the Michigan Public Utilities Commission. 

Mr. Sayres made his ruling on the mo- 
tion of Harold S. Goodman, special assis- 
tant attorney general, which was seconded 





by Arthur F. Lederle, assistant corpora- 
tion counsel appointed by Mayor Murphy 
to represent the city of Detroit in the case. 
It followed lengthy arguments by Mr. 
Goodman and Thomas G. Long, attorney 
for the telephone company. 

The motion was to dismiss the company’s 
bill of complaint on the ground that the 
company had failed to exhaust its reme- 
dies before the defendant commission. 

In support of the motion, Mr. Good- 
man cited two recent decisions of the 
United States Supreme Court which Mr. 
Sayres agreed clearly “indicated a distinct 
change in its views and attitude relative to 
the legal nature and effect of the rela- 
tions between the American Telephone & 
Telegraph Co., the Western Electric Co. 
and local operating telephone companies, 
such as the plaintiff here, belonging to the 
so-called Bell Telephone System.” 

Under these decisions, he held, the tele- 
phone company is not in a position to ob- 
tain relief in the federal court until it has 
complied with the Michigan Public Utili- 
ties Commission’s demand that it disclose 
the nature and cost of its license contract 
with its parent concern, the American Tele- 
phone & Telegraph Co. This data the tele- 
phone company has consistently refused to 
furnish, it was stated. 

Mr. Sayres said in part: 

“After careful consideration of all the 
facts and circumstances, I am of the opin- 








Answers to the Traffic Questions 
Presented on Page 18. 

1. The total number of telephones in the 
United States which may be intercon- 
nected is approximately 19,600,000. On 
December 31, 1931, there was one tele- 
phone to each six of the total popu- 
lation of the United States. 

2. The calling party pays the report charge 

unless he requests you to make the re- 

port charge collect. 

Yes. It has proven very satisfactory. 

No. 

Say, “All right, sir,” and enter, “do not 

call until WH” in the space for re- 

ports on the ticket. However, on a 

person-to-person call originating at a 

pay station, if the calling party requests 

that no report .be given him until you 
are ready to establish the connection, 
connect him with your supervisor. The 
supervisor will explain to the calling 
party that the request cannot be grant- 
ed, as a report may be received for 

which it will be necessary to collect a 

report charge. 


mb oe 








32 


ion that the rights and duties of all the 
parties to this cause will be properly pro- 
tected and enforced, if, in accordance with 
the procedure followed by the United 
States Supreme Court in Prentis vs. At- 
lantic Coast Line Co., an order be now 
entered herein directing that the present 
suit be stayed and all further proceedings 
therein be suspended, until otherwise di- 
rected by future order of this court upon 
ami application of any of the parties hereto, 
supported by a showing, satisfactory to this 
court that the plaintiff has exhausted its 
remedies before the defendant commission 
in conformity with all applicable legal re- 
quirements; such order to be also without 
prejudice to the rights of any of the 
parties to this cause, to apply at any time 
hereafter, for a vacation or modification 
thereof.” 

One of the United States Supreme Court 
decisions on which Mr. Goodman’s motion 
and the master’s opinion were based was 
handed down February 29, of this year in 
the case of the Western Distributing Co. 
against the Kansas Public Service Commis- 
sion, and the other in December, 1930, in 
the case of Smith against the Illinois Bell 
Telephone Co. 

In the Kansas case, the United States 
Supreme Court held that the district court 
was justified in dismissing the gas com- 
pany’s bill for its failure to reveal the 
cost of gas which it purchased from a cor- 
poration that controlled it. This decision, 
Mr. Goodman argued, constituted a prece- 
dent for dismissing the Michigan Bell's 
suit because of its failure to reveal the 
facts concerning its A. T. & T. license 
contract. 


Further Testimony on Economic 
Conditions in Wisconsin Case. 
Testimony in the state-wide investiga- 

tion of the rates and practices of the Wis- 

consin Telephone Co. by the Wisconsin 

Public Service Commission at Madison on 

May 17 and 18 continued from economists 

who gave their views on general conditions. 

After cross-examination by telephone at- 

torneys was completed the hearing was 

adjourned indefinitely. 

On May 17, Dr. Edwin R. Seligman, 
Columbia University economist, said wage 
reductions might revive industry; discov- 
ery of gold mines might better money con- 
ditions; and an increase in the available 
supply of credit, stoppage of the current 
deflation and elimination of disparity be- 
tween prices of different products are 
cures deserving of “exploration.” 

Chances are 100 to one against an im- 
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mediate rise of prices to the 1929 level, 
Dr. Seligman estimated. He predicted that 
recovery would bring a long and pro- 
tracted period of equilibrium lasting until 
“something happens, such as a war.” 


The depression, worse than that of 1873 
or any since then, was preceded by a drop 
made unusually sharp by the unusually 
high level of prices in 1929, Dr. Seligman 
explained. 


The range of fluctuation has grown with 
the inflation of capitalism into all parts of 
the world, the economist explained. The 
present depression is the first since 1873 
in which the two major factors of de- 
pression, a decrease in the gold supply 
and a depressing influence on commodities, 
have occurred simultaneously, he said. 


“Factors which affect the whole future 
of civilization are at stake,” Dr. Seligman 
said, citing a psychological condition which 
has hindered investment. 

“T think that every wise man in this 
country realizes that nothing ought to be 
left undone to instill confidence in the busi- 
ness man. President Hoover has shown 
a very great grasp of the seriousness of 
the process.” 

He also said the notion of the average 
man and of the communists and socialists 
is that profit on all investments as a group 
is immense, whereas really the profit is 
from 6 to 8 per cent. 

The testimony of Prof. William A. Pat- 
on, of Michigan University, was riddled 
by attorneys representing the telephone 
company. Prof. Paton had said that if the 
utility rates were reduced the companies 
would recapture some of the loss by in- 
creased business. 

Confronted with a statement he had 
made previously that telephone rates, even 
in a financial crisis, had no great effect on 
the use of telephone service, Prof. Paton 
said he had “misspoken” in his direct tes- 
timony before the commission. 

James C. Bonbright, Columbia Univer- 
sity economics professor, claimed on May 
18, that utilities “feast” in good times the 
same as other corporations, but do not 
suffer the harm of other businesses in bad 
times. He said the rates should be changed 
now in accordance with general business 
conditions. 

Prof. Bonbright’s testimony was chal- 
lenged by Edwin S. Mack, counsel for the 
telephone company, on the grounds the 
Columbia professor was attempting to tell 
the public service commission what to do. 
Mr. Mack maintained that the commis- 
sion should not be told definitely what to 
do until both the commission and the ex- 
perts had all the facts before them. 

Admitting that the objection was right 
in theory, Commissioner David Lilienthal 
said the commission was only attempting 
to get a picture of conditions and asked 
Mr. Mack to withdraw his objections. Mr. 
Mack declined and on May 19, Mr. Lilien- 
thal sustained the objection. 





During the afternoon of May 19 Prof. 
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Bonbright was given a thorough cross- 
examination by Frederic Sammonds, coun- 
sel for the telephone company. 

In questioning the various economists, 
counsel for the telephone company sought 
to show that their statements were mere 
opinions and should not be accepted as 
facts. Indirectly, attention was called to 
the fact that these economists were wrong 
in their predictions in the boom times and 
are probably wrong now. In addition their 
statements that immediate price reductions, 
including utility rates, are necessary are 
in direct opposition to the present efforts 
of the government to create a mild in- 
flation. 

Prof. Bonbright said that a reduction in 
the rates of the Wisconsin Telephone Co. 
would be beneficial, even though it might 
result in a cut in employment or wages 
because it would reduce the costs of other 
business which in turn would encourage 
lower prices and help towards a general 
recovery. The utility representatives 
pointed out that their service constitutes 
only 1 per cent of the ordinary business 
costs. 

The stockholders would probably bear the 
loss in such a reduction, Prof. Bonbright 
admitted, but he declared that they were 
better able to bear it than are the tele- 
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phone users to pay the present rates. He 
said that if a 10 per cent rate reduction 
would result in a 60 per cent cut in net 
income of the company it would be too 
drastic. 

Attorney Sammonds brought out that a 
5 per cent cut would amount to only 23 
cents saving per year per capita in Wis- 
consin, or two cents a month. 

Attorney Sammonds questioned Prof. 
Bonbright concerning the order of the In- 
terstate Commerce Commission to increase 
railroad freight rates for certain classes 
and asked if that wasn’t inconsistent with 
his demands for reduced prices. Prof. 
Bonbright said it was because the com- 
mission chose the lesser of two evils, and 
if they had not increased rates general 
railroad bankruptcy would have resulted. 

Attorney Sammonds pointed out that there 
is a proposal to increase postal rates as a 
means of gaining revenue for the govern- 
ment. The postoffice is in competition with 
the telephone company. 

Prof. Bonbright said he would be op- 
posed to such an increase and would favor 
a decrease if the money were not needed, 
but the utility representatives pointed out 
that they must have money to keep their 
business in operation just as the govern- 
ment needs it. 


Illinois Bell Case Testimony 


Services of American Telephone & Telegraph Co. to Illinois 
Bell Explained in Chicago, III., Coin-Box Rate Case—Costs 
Included in License Contract—Effects of Present Conditions 


Interesting testimony continues to be 
given in the Illinois Bell Telephone Co. 
rate case in Chicago in which the com- 
pany is seeking to make permanent a tem- 
porary injunction restraining the Illinois 
Commerce Commission from enforcing 
lower rates ordered in 1923 on certain 
classes of coin-box service in Chicago. 

Hearings which started in February, are 
being held before Federal Judge Wilker- 
son in the district court in Chicago. Chas. 
A. Heiss, of New York, comptroller of 
the American Telephone & Telegraph Co., 
last week gave testimony as to the man- 
ner in which service charges of the Ameri- 
can company to its associated companies 
are madg Cross-examination of Mr. Heiss 
by Benjamin F. Goldstein, attorney for 
the city of Chicago, began on May 18. 

The week previous, Arthur W. Page, 
of New York, vice-president of the Amer- 
ican company, gave testimony relating to 
the national advertising by the Bell Sys- 
tem. 

Services for which the associated com- 
panies pay 2% per cent of their gross rev- 
enues as covered by the license contract, 
were explained by Mr. Heiss. Expendi- 
tures of $6,400,000 for patents within the 
last 17 years were shown in the testimony 
on May 18. 

On May 19, the financial relations be- 


tween the Illinois Bell and the American 
companies were brought out in the cross- 
examination of Mr. Heiss by Mr. Gold- 
stein. Funds arising from the sale of the 
telephone receivers and transmitters about 
four years ago to the Illinois Bell com- 
pany were first traced. 

Before December 31, 1927, the telephone 
instruments used by the Illinois Bell and 
other associated companies were rented 
from the parent company. At that time 
the instruments rented to the Illinois Bell 
were valued on the books of the Ameri- 
can company at about $47,000,000. A de- 
preciation reserve of $23,000,000 to take 
care of the ultimate retirement of these 
instruments had been built up. 

On December 31, 1927, the instruments 
were sold to the Illinois Bell company at 
a price of approximately $38,000,000. The 
question was raised by Mr. Goldstein as 
to the disposition of the remaining $14,- 
000,000 in the depreciation fund. 

The answer by Mr. Heiss was that in 
1912, $5,629,447 was taken from the A. T. 
& T. surplus as an arbitrary amount to 
establish the depreciation fund. It was 
considered then by Mr. Heiss that the 
$14,000,000 should properly be retired to 
surplus, 

The city’s attorney contended that if the 
fund had been turned over to the Illinois 
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Bell there would have been no necessity 
of that company raising a similar fund for 
depreciation. 

The question as to whether the develop- 
ment of the handset, which was made avail- 
able for use at about the time of the sale, 
had figured in the negotiations, was raised 
by Mr. Goldstein. According to Mr. Heiss, 
this fact was not considered at the time 
of the sale, so far as he knew. It was 
shown in later testimony by Mr. Heiss 
that only about 18 per cent of the total 
number of telephones in use now are hand- 
sets. 

Among the services afforded the asso- 
ciated companies is that of having their 
funds held by the A. T. & T. Co. in readi- 
ness for their immediate demand. The cost 
of holding these funds is charged against 
the license contract. 

In his cross-examination of Mr.. Heiss, 
Mr. Goldstein cited figures for 1924 as an 
example. The Illinois Bell loaned $11,- 
124,000 to the A. T. & T. in the fall of 
1923. The estimates advanced stated that 
$6,600,000 of the $11,124,000 would be 
needed during the year 1924. Actually, 
it turned out that $10,584,000 were re- 
quired. 

A charge of $111,000 was made against 
the license fee for the holding of this 
money. Mr. Heiss claimed that the gen- 
eral convenience afforded the Illinois com- 
pany in having this money ready for its 
use any time was worth the $111,000. 

Another instance of the financial activi- 
ties between the two companies was shown 
by citing figures for 1930. On November 
13, 1929, there was an Illinois Bell Tele- 
phone Co. stock issue. Of this issue, a 
first payment of 19 or 20 million dollars 
was made to the A. T. & T. to offset a 
debt of that amount. Later, a second pay- 
ment of $9,925,825 was made to the A. T. 
& T. Co. This stock carried an 8 per 
cent dividend. 

Money was actually turned over to the 
amount of $2,000,000. The remaining $7,- 
925,825 were held in readiness to apply 
money as needed to the company. An in- 
terest rate of 6 per cent was paid to the 
Illinois Bell company by A. T. & T. Co. 

On May 20, the question of royalties 
and the cost of acquiring patents was taken 
up. In 1930 royalties to the A. T. & T. 
Co. from all sources amounted to $1,110,- 
000. It was shown that the Electrical Re- 
search Products Co. uses A. T. & T. Co. 
patents and pays a royalty. It was also 
shown that when the Western Electric 
Co. uses an A. T. & T. Co. patent, it pays 
some or all of the cost of acquiring the 
patent. 

Continuing the examination of the pre- 
vious day, the service and cost of tempo- 
rary financing were questioned. Account- 
ing methods in computing the losses due 
to temporary financing were assailed by 
Mr. Goldstein. 

Attorney Goldstein then asked Mr. 
Heiss to enumerate the activities of the 


—= £.5 ~*~ ._ 3 fF — 


F a 


n- 


May 28, 1932. 


American Telephone & Telegraph Co. Mr. 
Heiss placed them in three general classes: 
Those connected with the long lines divi- 
sion, those in connection with the licensees 
under the license contract, and small mis- 
cellaneous activities. 

Judge Wilkerson interposed the question 
as to whether the A. T. & T. Co. did not 
have an activity of its own, simply as a 
holding company. It was explained that 
the A. T. & T. Co. became a holding com- 
pany rather as an evolutionary process than 
by design. 

The amount of rental charged the 
Western Electric Co. during the time it 
rented space in the 195 Broadway Build- 
ing, New York City, was questioned. The 
effect of this on Western Electric prices 
was considered as insignificant by Mr. 
Heiss. 

On May 23, Mr. Goldstein raised objec- 
tions to the exhibit presented by the tele- 
phone company on the allocation of the 
cost of the license contract because the 
basis for the figures was not available. He 
contended that he could argue only on 
logic and not on the basis of experience 
of what has been going on. 

C. M. Bracelen, of New York City, 
vice-president and general counsel, Ameri- 
can Telephone & Telegraph Co., stated 
that every one of the reports on which the 
figures have been based has been tendered 
to the representative of the city. The 
telephone company further stated that the 
city might use any of the figures which it 
desires. It held, however, that in case the 
city did desire to use any figures in these 
reports the telephone company wanted to 
know about it before it closed its case. 

The cross-examination of Mr. Heiss was 
concluded and the remainder of the day’s 
hearing was used in clearing up points 
brought out earlier by Mr. Heiss. 

The earnings on the funds which were 
held for the associated companies range 
from 2% to 3 per cent, while they are 
carried at 6 per cent, the testimony showed. 
This is because it is necessary to keep 
this money in fairly liquid form. In 1924, 
3.15 per cent was earned on this money 
held. Full credit is given to the cost of 
carrying these funds for the money which 
is earned on them. This is also true in 
the case of temporary financing. 

A question by Edward L. Blackman of 
New York, N. Y., counsel for the tele- 
phone company, regarding payments for 
patents by the Western Electric Co. showed 
that the cost of acquiring patents on equip- 
ment used in transmission are not billed 
to the manufacturing company. It is sim- 
ply licensed to manufacture the equipment. 

Donald R. Belcher, New York City, as- 
sistant to chief statistician, American Tel- 
ephone & Telegraph Co., was placed on the 
stand to testify as to the employes’ pen- 
sion plan and statistics on payrolls. The 
exhibits were presented giving the amounts 
chargeable to pensions and the liabilities. 

On May 24, A. D. Groate, Chicago, chief 
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accountant, Illinois Bell Telephone Co., ap- 
peared on the stand to testify as to the 
benefits of having the funds of the IIli- 
nois company held by one company instead 
of a number of stockholders. Regarding 
questions from Mr. Goldstein as to whether 
there was not a benefit to the A. T. & T. 
Co. in having its funds in one investment, 
Mr. Groate replied that he had not in- 
vestigated that situation. 

W. K. Kruse, general accountant, IIli- 
nois Bell company, appeared on the stand 
to make additions to previous testimony. 
Additions to plant not purchased from the 
Western Electric Co. were enumerated. 
They were claimed to run into millions of 
dollars. Tax items were added to ex- 
hibits previously made. 

The Illinois Bell company, according to 
Mr. Kruse’s testimony, lost 6,579 stations 
in the Chicago area in January, 1932; 7,295 
in February; 6,949 in March; 8,680 in 
April and 11,725 in first 19 days of May. 

Comparison of the calling rate—calls 
per day per station—was made with 1931: 
January, 1931, 4.21 and January, 1932, 
4.02; February, 4.09 and 3.98 respectively ; 
March, 4.27 and 3.99; April 4.20 and 4.07. 

The net earnings of the Illinois Bell, ex- 
clusive of non-operating revenues, were 
$783,026 less for the first four months of 
1932, than for the corresponding period of 
1931 for the Chicago area. In 1931, the 
net earnings for this period were $3,751,840, 
as compared with $2,968,814 for the same 
period of 1932. 

R. H. Gregory, New York City, comp- 
troller, Western Electric Co., testified re- 
garding pension fund and comparative 
earnings of that company. During the 
first three months of 1932 the company, it 
is claimed, has sustained an estimated loss 
of $1,600,000. Continuing at this rate, the 
company will lose $6,400,000 during the 
current year. Asked whether this may be 
taken as a fair figure, Mr. Gregory replied 
that this figure should be taken as the 
minimum loss to be expected. 


Commission Reaffirms Denial of 
Approval to Sell Property. 

The New York Public Service Commis- 
sion has reaffirmed its order adopted some 
time ago denying the petition of the Pat- 
tersonville Telephone Co. to sell its tele- 
phone property to the New York Telephone 
Co. for the sum of $25,000 which is about 
50 per cent greater than its structural 
value. 

The commission reaffirmed its denial of 
the petition after a rehearing had been 
held on a petition of the New York com- 
pany, which alleged that there were several 
elements of value in its property which 
were not set forth at the original hearing. 

In a memorandum written by Commis- 
sioner Maurice C. Burritt and approved 
by the commission, it is stated that the 
evidence shows that the commission, in 
placing a value upon the property of the 

(Please turn to page 39.) 
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PERCENTS 
AND 
PERDOLLARS 


Cents for Batteries. 
Dollars for replacements. 


Which deserves most careful 
observation? 


GENERAL STORM KING 
DURO POWR Telephone Bat- 
teries are outperforming _ all 
others in side-by-side tests. 


Don't bother about the exclu- 
sive construction details but 
look at the facts and 


DO THIS 
FOR PROOF 


Hook up a STORM 
KING DURO 
-POWR with ANY 
other cell. Date 
both. When replace- 
ment is needed, 
test each cell. If 
STORM KING is 
not alive and ready 
for extra service, we 
will refund its cost. 








GENERAL DRY BATTERIES 


INCORPORATED 


CLEVELAND, O. 


General Dry Batteries of Canada, Ltd., 
Toronto, Canada. 
Makers of all types of dependable 
Dry Batteries for Radio, Ignition, 
Flashlight and General Use. 


















































































Condensed Telephone News 


Officers of Companies Are Urgently Requested to Forward to Us Promptly - 






All Financial and Other Statements as Soon as Issued and Any Items Relat- 
ing to Construction, Rebuilding, or Changes in Their Plants and Systems 


Construction. 


Cuicaco, ILtt.—At its meeting on May 
25, the executive committee of the Illinois 
Bell Telephone Co. approved expendi- 
tures of $278,223 in the city of Chicago 
and $14,418 for its territory outside of 
Chicago, making a total of $292,641. 

The expenditures were principally those 
necessary to provide for current replace- 
ments of plant. 

This brings the total amount approved 
so far this year to $7,557,609. 

Gitson, Itt.—The Gilson Telephone Co. 
has purchased a new magneto switchboard 
and other equipment to improve the ser- 
vice. The installation will be made at once, 
it is announced. 

Kansas, Int.—Extensive remodeling is 
being done at the home of the Westfield- 
Kansas Telephone Co. The entire front 
of the building has been torn away and 
replaced with new face brick. As soon as 
the front of the building is completed the 
rest of the building will be finished with 
stucco. 

Menpora, ILit.—The Illinois Commercial 
Telephone Co. has improved its lines in 
this vicinity. Poles have been replaced and 
500 miles of copper wire were used to re- 
place the old wire between Mendota and 
Sandwich. Two thousand miles of iron 
wire were used to replace the rural lines 
destroyed by a storm in March. 

Sioux Ciry, lowa.—The Northwestern 
Bell Telephone Co. is reported to have be- 
gun the construction of two telephone 
buildings at Leeds and at Riverside, sub- 
urbs of Sioux City. The two buildings 
are expected to cost approximately $8,000. 

New York, N. Y.—The New York Tel- 
ephone Co. spent approximately $85,000,000 
during 1931 throughout the state on its 
construction and improvement program. 
This figure exceeds the annual average 
spent for these purposes in the state for the 
last five years, the five-year total amount- 
ing to about $17,000,000. 

BELLEFONTE, Pa.—Reconstruction work 
by the Bell Telephone Co. of Pennsylvania 
is planned here and in State College at a 
cost of approximately $40,000. The dial 
system is to be installed at State College 
and a new building will be erected to house 
the new equipment which is to be installed, 
according to recent reports. 


MaNnuHeEIM, Pa.—A new telephone build- 
ing to house the local exchange will be 
constructed here by the Denver & Ephrata 
Telephone & Telegraph Co. in the near 
future. 

This company was recently granted au- 
thority by the state commission to pur- 
chase the Manheim exchange of the Man- 
heim Telephone Co. C. E. Eaby, vice- 
president and general manager of the Den- 
ver & Ephrata company, announced that 
he expects the actual transfer to be made 
July 1, and plans have been made by the 
new owners to install a common battery 
system. The whole plant will be complete- 
ly overhauled and rebuilt at a cost of 
approximately $25,000. 

The Denver & Ephrata company was in- 
corporated in 1911 and operates exchanges 
at Lititz, Ephrata and Denver, serving 
2,900 stations. 

The officers and directors of the com- 
pany are: Wm. F. Brossman, president; 
C. E. Eaby, vice-president and general 
manager, Ephrata; D. W. Buch, treasurer, 
Ephrata; D. W. Artz, secretary, Terre 
Hill; Bertha M. Brossman, assistant sec- 
retary and office manager, Ephrata; J. C. 
Nissley, Lincoln; and Monroe Lausch, 
Stevens. 

GeorGeTowNn, S. C.—Many local improve- 
ments are being made here to the telephone 
exchange owned by the Home Telephone 
Co. 


Elections. 


KNOXVILLE, ILL.—At the recent meeting 
of the Farmers Telephone Co. officers 
were elected as follows: President, 
Vaughn Larson; vice-president, Chas. My- 
ers; secretary, Tom Hoben; treasurer and 
manager, Chas. Wyman. 

The directors named are as follows: 
Dave Johnson, Ross Adcock and R. L. 
Young. 

West SALEM, Itt.—At the annual 
meeting of the Farmers & Merchants’ In- 
dependent Telephone Co., Fred Schmidt 
and F. C. Root were reelected directors 
for a term of three years. The other four 
directors are Paul Schmidt, Fred Schon- 
ert, E. R. Smith and F. J. Michel. 

The following officers were then re- 
elected among the directors: President, 
E. R. Smith; vice-president, Fred Schon- 
ert; secretary-treasurer, F. C. Root, and 


the switchboard operator, F. J. Michel. 

he semi-annual switch dues were re- 
duced from $2.50 to $2 on residence tele- 
phones and from $3 to $2.50 on business 
telephones. 

Dysart, Iowa—The Farmers Mutual 
Telephone Co. at its annual meeting elected 
officers as follows: F. Harrington, 
president; R. H. Gnagy, vice-president; 
Conrad Seebach, secretary; and Miss 
Christina Bloss, treasurer. 

SELMA, lowA.—Roy E. Bailey was elect- 
ed president of the Selma Telephone As- 
sociation at the recent annual meeting. Ja- 
cob Schlotter was elected vice-president 
and other officers chosen are as follows: 
Ed J. Stearns, secretary; Tom J. Spencer, 
Charles Gardner and Elias Heckart, direc- 
tors. Mr. Heckert was named successor 
to Earl R. Hem, resigned, as a member of 
the board. 

Burt Lake, Micu.—At the annual meet- 
ing of the Buckeye Telephone Co. officers 
were elected as follows: President, Irvin 
Waldron; vice-president, W. W. Fair- 
bairn; treasurer, Mrs. Grace Parks; secre- 
tary and operator, Mrs. Russell Cole. 

Gorin, Mo.—At the annual meeting of 
the stockholders of the Gorin Telephone 
Co. the old board of directors, consisting 
of A. G. Huff, Price Miller, Hugh Luck, 
Joe Schulz and W. H. Meyer, were re- 
elected for another year. An 8 per cent 
dividend was paid. 

MANKATO, Minn.—Directors of the 
Mankato Citizens Telephone Co. have re- 
elected these officers: H. A. Patterson. 
president; W. A. Just, vice-president; W. 
D. Willard, secretary-treasurer, and P. M. 
Ferguson, manager. S. B. Wilson, Jr., 
was elected attorney for the company. 

Miscellaneous. 

Atepo, Int.—P. H. Lyday, former man- 
ager of the Western Illinois Telephone Co. 
here and recently manager of the district, 
has been transferred to Charlottesville, 
Va., as manager of the Southeast Public 
Service Co. Mr. Lyday is succeeded by 
E. B. Samp as district manager in the 
eastern Iowa and western Illinois district. 

Jerrerson, lowa.—C. E. Palmadore, of 
Des Moines, succeeds C. R. Ives as district 
manager here for the Northwestern Bell 
Telephone Co. Mr. Ives has been ap- 
pointed general commercial manager for 
the state to succeed the late A. C. Hartley. 








Plants — Carbondale, Ill., 


Grenada, Miss., 


AYER & LORD TIE Co 


CHICAGO, ILLINOIS 


TELEPHONE POLES 


RAILROAD CROSS TIES — LUMBER — TIMBER PRODUCTS — FENCE POSTS — PILING 


Wood Treatments and Preservation 
North Little Rock, Ark., 


Louisville, Ky., 
Marine Ways — Paducah, Kentucky 


CREOSOTE OIL PREVENTS DECAY 








Montgomery, Ala. 
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May 28, 1932. 


WHAT THE COURTS AND 
COMMISSIONS ARE DOING. 
(Continued from page 35.) 
Pattersonville company, did give consid- 
eration to all the elements of value which 

properly should be included. 

The memorandum also states that the 

New York company, if permitted to ac- 
quire the Pattersonville property, gave no 
assurance that it would continue to operate 
it as a whole in order to get the remaining 
service life out of the portion of the prop- 
erty proposed to be retired and that while 
the structural value of the property to the 
Pattersonville company, as it had operated, 
was approximately $22,000, yet under the 
plan submitted by the New York company, 
the value to it of the Pattersonville prop- 
erty would not exceed $16,727. 
Burritt’s memorandum 
concludes that the original order denying 
the petition “is not contrary to the evidence 
but in accord with it, and that no evidence 
has been presented upon the rehearing to 
change the conclusion stated in that order.” 
The opinion adds: “However, if the pur- 
chaser, New York Telephone Co., will vol- 
untarily come forward with a proposal to 
retain in service that portion of the prop- 
erty which is still useful in order to se- 
cure to customers its useful life and to 
avoid an increase in the rates in the imme- 
diate future, I would recommend favorable 
action upon the proposal.” 


Commissioner 


The basic reason for the denial of the 
original petition was that the price of $25,- 
000 to be paid was approximately 50 per 
cent in excess of the shown reproduction 
cost new, less depreciation, or the struc- 
tural value of the plant. While the total 
structural value of the plant as it now 
exists and as used by the Pattersonville 
company was shown to be $23,223, the evi- 
dence showed that the purchaser proposed 
to retire $5,403 from service, leaving the 
value of the plant to be retained in service 
of only $17,820, according to the com- 
pany’s own testimony. 

The commission’s engineers found the 
value of this property to be retained in 
service to be only $16,727. Even though 
this excess price of $8,273 were charged 
to surplus by the purchasing company, the 
commission believed that the margin be- 
tween the price to be paid and the real 
value of the property was so large that 
its sale under these conditions was not in 
the public interest. 

An added reason for the denial of the 
petition to sell the property was that it 
would result in an unnecessary increase 
in the rates charged to telephone subscrib- 
ers. The New York company proposed to 
reconstruct the property to its standards 
and then increase the rates. 

If the proposed increase were made ef- 
fective after reconstructing the property, 
individual line business service which is 
now $2.00 a month would be $3.50, four- 
Party business service would be $3.00, and 
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rural business service would be increased 
from $1.50 to $2.50. Residence rates 
would be increased from $2.00 to $2.50 
for individual lines, four-party service 
would be $2.00 and rural residence service 
would be increased from $1.50 to $2.00. 
A statement of revenues and expenses 
from the annual report for 1931 showed 
that the company made a net earning, after 
allowing for depreciation at 4 per cent, of 
$639 or 3.8 per cent on the 1931 rate base 
which was given as $16,719. It was shown 
that if the rates were increased to those 
proposed by the New York company, the 
return would be 13 per cent, and an in- 
crease of about half that proposed would 
have produced net earnings in 1931 of 
about $1,450. It was shown also that there 
have never been any complaints against 
the service of the Pattersonville company. 
“Tt, therefore, appears from these facts 
that the continued operation of the prop- 
erty of the Pattersonville company does not 
require the increasing of rates to the New 
York company’s minimum schedule, even 


after including 4 per cent depreciation 
accrual on book costs,” says Commissioner 
Burritt’s opinion. 


The commission’s opinion says: “On De- 
cember 31, 1931, the books of the com- 
pany showed a fixed capital balance of 
$26,731.60. This amount consists of an 
original cost appraisal as of December 31, 
1930, plus net additions to property through 
1931. From this it appears that the book 
fixed capital of $26,731.60 includes all of 
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the original cost of the property, and that 
any contributions of labor or materials 
made, were included in the appraisal. 

“The $10,000, claimed for managerial 
and administrative services 
appraising the property at reproduction 
cost. The company’s estimate of reproduc- 
tion cost is $39,764. The commission's en- 
gineer estimates this cost as approximately 
$35,000. Therefore, reproduction cost ex- 
ceeds the original cost by approximately 
the $10,000 claimed, and the commission’s 
valuation of the Pattersonville company’s 
property amply reimburses the stockhold- 
ers for their service and contributions.” 

Much emphasis was laid in the rehear- 
ing of the claim that the constitutional 
right of the petitioner to sell its property 
to the highest bidder, provided it is a rea- 
sonable telephone company, was impaired 
by the refusal of the commission to sanc- 
tion the purchase. 

It was asserted that, 
ance of evidence did 


is covered by 


if the preponder- 
that the 
public interest as to telephone service would 
be injuriously affected, the petitioner had 
an unquestionable right to sell at the high- 
est price obtainable; and that it had been 
affirmatively shown that the petitioner had 
good reasons for selling, and that the pur- 
chaser’s financial ability and operating ex- 
perience were beyond question. 

“In respect to these contentions a care- 
ful review of the evidence, both upon the 
hearing and the rehearing, indicates that 
the commission's finding is not contrary to 


not show 
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During recent years 
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- appraise Telephone 
MDs then tee J a all over the 
United States. The 
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the evidence and not without facts to sup- 
port it,” says Commissioner Burritt’s 
opinion. “Since the commission has juris- 
diction under the statute, and in any event 
since the parties appeared before the com- 
mission, the order voiding the application 
and refusing to consent is not based upon 
‘a mistake of law,’ as asserted by the 
petitioner. 

“Neither is there any question as to the 
commission’s complete authority over the 
manner in which the books and accounts of 
the purchasing company shall be kept. And 
the commission may direct the making of 
such entries in the accounts of the pur- 
chaser as the record in the proceeding 
justifies. 

The evidence in this proceeding clearly 
shows that it is neither necessary nor de- 
sirable in the public interest to retire so 
large a proportion of the property of the 
Pattersonville Telephone Co. and to re- 
place it with new construction, thereby 
requiring an increase in rates. The evi- 
dence shows that the Pattersonville com- 
pany has given reasonably good service, 
that there have been no complaints against 
it, and that it could continue to give equally 
good service with its present plant and 
equipment for a considerable period of 
years. 

To enforce upon rural communities a 
higher standard of construction than is 
necessary, or than they are reasonably able 
to pay for, is not in the public interest.” 


Canadian School Asks Reduction 
of Rate; the Reply. 

W. A. Martin, chairman of the London 
(Ont.) board of education, and Trustee 
R. D. Mess, were recently appointed a 
committee to inquire of the Bell Telephone 
Co. of Canada the possibility of London 
schools securing a lower rate for telephone 
service in view of their being closed ap- 
proximately three months during the vaca- 
tion periods each year. 

Replying on behalf of the company, Dis- 
trict Manager R. L. Stratton drew atten- 
tion to the flat-rate service charges in 
effect by the Bell company in the provinces 
of Ontario and Quebec. 

He pointed out that while in England 
and certain parts of the United States 
measured or metered service was charged 
on a basis of the number of calls made 
above a certain amount during a stated 
period of time, the Bell of Canada service 
was charged at a flat rate, for which as 
many or as few local calls as desired cost 
the same. 


Summary of Commission Rulings 
and Schedule of Hearings. 


CALIFORNIA. 

May 6: Public Utilities California Corp. 
filed application asking authority to estab- 
lish rates and rules for telephone exchange 
at Likely, Modoc county. 

May 16: Complaint of the Borderland 
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Exploration Co., Inc., against the South- 
ern California Telephone Co. held to be 
defective and was dismissed on the com- 
plainant’s failure to amend it. 

ILLINOIS. 

May 24: Hearing in Chicago before 
Commissioner Collins on joint application 
of the Streator Telephone Co. for per- 
mission to sell and of the Illinois Valley 
Telephone Co. for permission to purchase 
all the property and assets of the Streator 
company. 

At the same time there will be a hearing 
on application of the Illinois Valley Tele- 
phone Co. for a certificate of convenience 
and necessity and for permission in connec- 
tion therewith to issue $435,000 of its pre- 
ferred stock, $310,000 of its common stock 
and its 10-year 7 per cent promissory note 
in the principal sum of $300,000 

May 25: Continued hearing in Chicago 
before Commissioner Samuell on the com- 
mission’s own motion against the Middle 
States Telephone Co. to show cause why 
there should not be a reduction in rates for 
telephone service in the cities of Pekin, 
Park Ridge, Des Plaines and vicinities. 

New York. 

May 18: Sale of system of the Scho- 
harie Valley Telephone Co., Inc., to the 
Middleburgh Telephone Co. approved. The 
Schoharie Valley company owns and oper- 
ates a system of about 140 stations in the 
towns of Blenheim, Browne, Conesville, 
Fulton and Gilboa, Schoharie county, ad- 
jacent to the territory of the Middleburgh 
company. 

June 13: Hearing on complaint of city 
affairs committee, New York City, that 
the monthly charge of 25 cents imposed by 
the New York Telephone Co. for hand- 
set or “French” telephones is excessive. 

PENNSYLVANIA. 

May 6: Formal complaint filed against 
the 25 cents additional monthly charge 
made by the Bell Telephone Co. of Penn- 
sylvania for use of “French” or handset 
telephones. 

The complainants, E. Irving Shuttle- 
worth, A. Harold Cohen and Irving J. 
Hite, all of Philadelphia, recommended that 
the charge be abolished in view of the “in- 
creased purchasing power of the Ameri- 
can dollar under present conditions.” 

SoutH CAROLINA. 

May 13: Hearing on petition of the 
city of Abbeville asking for a reduction of 
rates charged by the South Carolina Con- 
tinental Telephone Co. 

The petitioners testified that the city had 
agreed to increased rates if the telephone 
company made certain improvements and 
established its home office in Abbeville. It 
was contended that the improvements were 
made but the company recently moved its 
headquarters to Columbia. 

The company testified that the rate in- 
creases were contingent only upon the im- 
provements. The commission took the case 
under advisement. 
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